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FOREWORD 


This study of certain phases of the tax problem in 
Wisconsin was undertaken at the request of the Wisconsin 
Manufacturers’ Association and was carried on as part 
of the Conference Board’s research program, in the spirit 
in which all of its investigations are conducted. The 
National Industrial Conference Board, being organized 
primarily for the purpose of making impartial investiga- 
tions in the field of industrial economics and of securing, 
analyzing and disseminating information concerning in- 
dustrial problems with a view to promoting the sound 
development of American industry, usually engages only 
in researches of national character and importance, rather 
than in those peculiar to a given locality or industrial 
unit. The Conference Board feels, however, that while 
the present investigation deals mainly with the tax situa- 
tion in the State of Wisconsin, it involves problems of 
extensive interest and national importance, and that on 
these grounds this study by the Board seems fully justified. 

The present study deals with the tax problem in Wis- 
consin chiefly from the standpoint of industry. It is 
fully recognized, however, that there are other aspects of 
the tax situation, particularly its relation to agriculture 
and mining, which are of no less importance and interest; 
but the detailed study of these did not come within the 
scope of the present investigation. 

All the data used in this volume, unless otherwise in- 
dicated, have been secured in person by the Board’s tax 
expert directly from the records of public bodies, e. g., 
tax commissions, state and local government auditors, 
comptrollers, etc., and complete documentation of all the 
facts and figures has therefore been virtually unnecessary. 
The Conference Board feels itself deeply obligated to pub- 
lic officials and all others who have so kindly cooperated 
in furnishing the material required in the investigation. 
In particular, the Board desires to express its appreciation 
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to the members and staff of the Wisconsin Tax Commis- 
sion who have been especially helpful in this study. 

This volume is the result of an investigation conducted 
by Mr. L. R. Gottlieb and assistants, of the Conference 
Board’s Research Staff, under the supervision of the 
Board’s Staff Economic Council. 

In the preparation of its studies, the National Industrial 
Conference Board avails itself of the experience and judg- 
ment of the business executives who compose its member- 
ship and of recognized authorities in special fields, in 
addition to the scientific knowledge and equipment of its 
Research Staff. The publications of the Board thus finally 
represent the result of scientific investigation and broad 
business experience, and the conclusions expressed therein 
are those of the Conference Board as a body. 
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THE TAX PROBLEM 
IN WISCONSIN 


CHAPTER I 
THE FISCAL SYSTEM OF WISCONSIN 


Because of constitutional restrictions, public credit 
has rarely been invoked for the purpose of defraying 
extraordinary expenses of the government of the State 
of Wisconsin. Article 8 of the Constitution, Section 6, 
provides that the state government shall have the power to 
contract debts for meeting extraordinary expenditures, 
but that such debts must not exceed in the aggregate 
$100,000. Furthermore, Section 3 provides that the 
credit of the state must never be given or loaned in aid 
of any individual, association or corporation, and Section 
10 enjoins the state from ever contracting any debt for 
works of internal improvement or as a party in carrying 
on such works. According to the Constitution as amended 
in 1908, the state may construct or improve public high- 
ways, by appropriating money from the treasury or by 
raising money by taxation. However, to repel invasion, 
to suppress insurrection, or to defend the state in time 
of war, the Constitution (Section 7, Article 8) permits 
the legislature to borrow money without limit, with the 
proviso that the funds must be applied exclusively to the 
object for which the loan was authorized, or to the repay- 
ment of the debt thereby created. As a further safeguard, 
Section 9 of the same article prohibits the state from is- 
suing scrip, certificates or other evidences of state indebt- 
edness except for such debts as are authorized in the 
sections herein mentioned. 

The origin of these circumscriptions of the powers of 
the state government with respect to debt incurrence 
lay in the disastrous experiences of many state govern- 


ments when the constitution of the state of Wisconsin was 
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being framed. “Wildcat” banking and ambitious pro- 
grams of internal improvement, attended by wholesale 
corruption and lack of foresight and moderation, brought 
not a few neighboring states to the verge of bankruptcy 
and were in the main responsible for the panic of 1837. 
These facts were still fresh in the minds of the delegates 
to the Constitutional Convention in 1848,! who thus tried 
to benefit from the disastrous experiences of the older 
states and were moved to place severe restrictions on the 
use of state credit? 

During the early days of its statehood, Wisconsin bor- 
rowed up to the limit of the constitutional provision 
(namely, $100,000) to defray unpaid expenses of the 
legislature, printing, constructing an asylum for the blind, 
house of refuge, etc.; and during the Civil War the state 
floated loans to meet expenditures in behalf of public 
defense. The total debt of the state was then $2,251,000 
and this amount has remained on its books practically 
unchanged to this day, the entire amount being owed to 
public trust funds that invested their balances in state 
securities.? Technically speaking, therefore, the State of 
Wisconsin is not without debt; practically, however, it is 
unencumbered by indebtedness. 

1Wisconsin became United States territory only after the close of the Revo- 
lutionary War in 1783, and was without organization until 1787, when it became 
a part of the Northwest Territory. From 1787 to 1818 it was, successively, 
part of the Northwest Territory, Indiana Territory and Illinois Territory. In 
1818, Wisconsin became a part of Michigan Territory; in 1836, it became the 
Territory of Wisconsin and in 1848, a full-fledged state. 

2Cf. R. V. Phelan, “The Financial History of Wisconsin,” Bulletin No. 193 
of the University of Wisconsin, Madison, 1908, p. 193 ff., and Horace Secrist, 
“An Economic Analysis of the Constitutional Restrictions upon Public In- 
debtedness in the United States,” Bulletin No. 637 of the University of Wis- 
consin, Madison, 1914, p. 21 ff. The latter reached the conclusion that these 
restrictions are not in harmony with the organic concept of society. “The state 
should and does conserve the interests of the people in perpetuity, and a phi- 
losophy of a rigid character should never control its policy or hamper its use 
of borrowed funds if they are necessary for its operation. .. . Each generation 
should clear its own slate and pass on to the future a higher level of well-being, 
fully realizing that with development of society constantly more and more 
revenue will be needed and borrowing more frequently resorted to.” Jdid., 
pp. 49-53. 

*As adjudged by the State Supreme Court in State ex rel. Owen vs. Donald, 
the certificates of indebtedness to the normal school fund were increased in 


1919 from $515,700 to $996,592, the difference representing the money and 
property belonging to the fund which had been diverted therefrom to state 
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Prior to 1874, however, there had been no adequate 
restriction on municipal indebtedness. The constitutional 
amendment of November 3, 1874 later provided that the 
debts of county, city, village, school district or other 
municipal corporations must not exceed 5% of the value 
of taxable property in the year next preceding the time 
when the indebtedness is incurred. A direct annual tax 
must be provided for sufficient to pay interest on the debt 
incurred and to discharge the principal thereof within 
twenty years from the time of contracting such indebted- 
ness. In the case of counties or cities having a population 
of 150,000 or over, that incur indebtedness in order to 
acquire land for public purposes or for permanent im- 
provements, however, an annual tax must be levied suffi- 
cient to pay interest on such indebtedness and to discharge 
it within a maximum period of fifty years. 

Because of the restricted use of public credit, taxation 
has therefore come to occupy a more important place in 
the finances of Wisconsin than in other states where 
resort to public credit is not so rigidly circumscribed. In 
the measure that a government is forced to rely exclusively 
on its taxing powers in a period of rising expenditures and 
expanding activities, the burden on the income of the 
generation in which these phenomena appear is likely 
to be higher than were the situation different, other things 
being equal, although it should be acknowledged that 
this condition is likely to give rise to greater caution in 
the use of public funds and wiser policies of expenditure. 

The system of taxation operating in Wisconsin resembles 
in the main that found in other states of the Union. The 
general property tax constitutes the pillar of local finance, 
although the extent of reliance on this source is less 
marked in the case of Wisconsin than is true of a majority 
of commonwealths. In the fiscal transactions of the state 


purposes. Since 1915, however, the state has been retiring its outstanding 
certificates at the rate of $100,000 annually, $1,283,792 having been retired to 
date. As of June 10, 1924, the outstanding certificates of indebtedness totaled 
$1,963,700, of which $800,000 was in the normal school fund and the balance 
‘in the common school fund. Letter of Secretary of State Board of Public 
Affairs, dated June 10, 1924. 
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government, the general property tax! plays a less im- 
portant réle than is characteristic of many of the mid- 
western and western states, but its continued importance 
may be gauged from the circumstance that approximately 
42% of the state’s net expenditures (i. e. gross expendi- 
tures minus agency transactions and aid returned to local 
governments) is defrayed out of this source of revenue. 
Taking a broad view of state and local finance, the general 
property tax is by all odds the largest single item of 
revenue, accounting for 80% of the total tax revenues of 
all governmental authorities in the State of Wisconsin in 
the fiscal year 1923 and defraying 56% of all the net 
governmental expenditures in the fiscal year 1922. 


The state government has been levying annually for 
some decades the following “mill” taxes on the equalized 
assessment of property: Seven-tenths of a mill for the 
support of the common schools, three-eighths of a mill 
for the support of the University of Wisconsin, and one- 
eighth of a mill for the support of the normal schools. In 
addition, mill taxes are computed and levied for special 
aid to grade, consolidated and free high schools (a flat 
amount being usually appropriated by the legislature) 
and for interest on the state’s indebtedness (held by trust 
funds). In 1919, 1920, and 1921, the state levied special 
mill taxes on property for the construction of highways, 
and in 1919 there was an additional levy to defray in 
part the cost of the soldiers’ bonus granted by the state.” 


As far as county and local governments are concerned, 
the law permits them to levy taxes for certain objects 
up to a prescribed maximum rate, as for example, for 
schools, parks and highways. In actual practice, however, 
the restriction on rates of taxation are usually ineffective 
as a means of keeping down public expenditures, since 
recourse may be had to increased valuations which serve 
to create a wider base for the same tax rate and hence 
a larger levy of taxes. In a number of states, local valu- 


Excluding the state tax on railroads, public utilities, etc. 


*Additional levies of recent years only are here referred to. Special levies 
were intermittently imposed in pre-war years. 
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ations may be kept down in order to secure lower taxes 
for state and county purposes; but in Wisconsin this 
deterrent against increased valuations does not operate, 
since assessments are equalized for state and county tax 
purposes. 

In addition to the tax on general property, there are 
levied special taxes, as follows: 

(1) Steam Railroad, Freight Line, Equipment, Sleeping 
Car, Express and Telegraph Companies. The State Tax 
Commission assesses annually the property of all these 
companies, including franchises, right of way, roadbeds, 
tracks, stations, terminals, rolling stock, equipment and 
all other real and personal property. This valuation is 
multiplied by the average rate of state, county and local 
taxation for the state as a whole and the resulting figure 
is the amount of taxes payable to the state, in lieu of all 
other taxes for state, county or local purposes. The 
entire proceeds revert to the state. 

(2) Street Railroad and Conservation or Regulation Com- 
panies. All street railroads, including electric light, heat 
and power plants operated in connection with them, 
are assessed by the State Tax Commission and taxed at 
the average rate for state, county and local purposes, as 
above described in connection with railroads. The same 
statement applies to conservation or regulation companies 
that regulate the height or flow of water in public reser- 
voirs. If electric light, heat and power plants are oper- 
ated independently of street railway systems, the property 
thereof is assessed and taxed locally like other property. 
Of the proceeds of the tax paid under this general heading, 
15% is retained by the state, 20% is distributed to the 
counties and 65% to the towns, cities and villages in which 
the property is bioeaten and through which the business 
is carried on. 

(3) Telephone Companies. Telephone companies pay 
an annual tax based on gross receipts, at the following 
rates: 214% where the gross receipts are less than $100,000; 
3% if between $100,000 and $300,000; 4% if the gross 
receipts are between $300,000 and $500,000; and 5% 
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where the gross receipts are $500,000 or over. The gross 
receipts from exchange and toll-line services are kept 
distinct. Of the proceeds of the tax on exchange service, 
the state retains 15% and the balance is distributed to 
the town, city or village in which the exchange is located. 
The amount received from the tax on toll-line service is, 
however, retained in its entirety by the state. The mini- 
mum amount of tax is the equivalent of 5 cents for each 
telephone instrument in use. 

(4) Insurance Companies. Life insurance companies 
incorporated in Wisconsin pay 3% on their gross income 
within the state, except income from rents or real estate 
on which taxes have been paid; foreign life insurance com- 
panies pay an annual tax of $300, except when retaliatory 
taxes exceed that amount, in which case the $300 are 
deducted. Fire and marine insurance companies! pay a 
tax of 234% on their gross premiums and 3% of 1% tax 
for expenses of the state fire marshal’s office. Casualty 
insurance companies pay a tax of 2% on their premium 
receipts. 

(5) Coal Dock Companies. An occupational tax payable 
to the state is levied annually, amounting to 1% cents per 
ton of bituminous coal and 2 cents per ton of anthracite 
coal handled by or over coal docks. 

(6) Grain Elevator or Warehouse Companies. An occu- 
pational tax payable to the state is levied annually, 
amounting to 14 mill per bushel of wheat or flax and 4 
mill per bushel of all other grain received or handled dur- 
ing the preceding year ending April 30, by elevator and 
warehouse companies. 

(7) Income Tax. An income tax is imposed annually on 
individuals within the taxing jurisdiction of the state 
and upon partnerships, corporations, joint-stock com- 
panies and associations organized for profit and carrying 
on business within the State of Wisconsin. Full details 
as to rates and exemptions are given in Chapter IV. Ten 
per cent of the proceeds goes to the state, 20% to the 
county and 70% to the town, city or village in which 


1Except domestic mutual companies. 
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the tax is assessed, levied and collected. If the portion 
distributable to the towns, cities or villages exceeds 2% 
of their equalized valuation, the excess is to be distributed 
to them on the basis of school population rather than on 
the basis of source of assessment and collection. All above- 
mentioned companies which pay a tax to the state in lieu 
of all other taxes, and all banks, mutual savings or loan 
and building associations, and organizations of a religious, 
scientific, educational, benevolent or similar character 
not organized or conducted for profit are exempted from 
the income tax. 

(8) Inheritance Tax. A tax is imposed on transfers of 
real or personal property at death. The rates are dis- 
cussed in full detail in Chapter V. The Wisconsin law 
considers as taxable insurance collected upon death and 
forming a part of an estate. Of the gross proceeds of the 
inheritance tax, 714% is retained by the county treasurers 
who collect the tax, to be used for county purposes, and 
9214% reverts to the state government. 

(9) Motor Vehicle Licenses. In addition to the personal 
property tax, motor vehicle owners are required to pay an 
annual tax graduated according to the weight of the 
vehicle, instead of a flat sum which was imposed before 
1923. The rate on passenger vehicles ranges from $10 on 
1600 lbs. or less, to $26 on over 5000 lbs., and on commer- 
cial cars, from $10 on 1% tons or less to $45 on over 5 tons, 
plus $5 for each 34 ton or fraction thereof over 5 tons. 
Beginning with July 1, 1924, 25% of the net proceeds is 
to be returned to the counties wherein collected and 75% 
is to be retained by the state. These funds are to be 
used for road purposes. 

There are, in addition, a number of licenses and fees 
on certain occupations, privileges and transactions, but 
these are largely, if not entirely, offset by special regu- 
lative and administrative costs, so that the net yield to 
state and local governments is negligible. 

The relative importance of the above taxes from the 
revenue standpoint is indicated in Table 12. 


CHAPTER II 


GROWTH AND DISTRIBUTION OF TAXATION AND 
EXPENDITURES IN WISCONSIN 


In the past three or four decades there has been dis- 
cernible among all states in the Union a general increase 
in taxation which has been in keeping with a similar move- 
ment throughout the world, and Wisconsin is found to be 
no exception to the rule. Before the war the total tax bill 
of the various states had been growing, due only in small 
part to a slowly rising level of prices but in larger part due 
to enhanced functions undertaken by governmental 
authorities and increased and improved facilities afforded 
citizens of the state. There was, however, little complaint 
with the rising costs of government because the growth 
in individual and aggregate wealth and income more than 
kept pace with them. After the entrance of the United 
States into the World War, pressure was brought to bear 
on state and local authorities—by appeal to feelings of 
loyalty and patriotism which found a ready response— 
to reduce to the minimum expenditures on public improve- 
ments and capital additions and to adopt a policy of 
retrenchment in connection with the ordinary services of 
government, in order to free raw material, labor and 
national resources for the needs of the Federal Govern- 
ment and those of war industries upon whom success or 
failure in the conduct of the war largely depended. 
While the volume of taxation continued to rise during the 
war period and the yearly increases were somewhat larger 
than in the pre-war years, the enhanced contributions 
exacted from citizens for the support of state and local 
governments were modest indeed when compared with the 
rapidly rising level of prices and wages. The largest ad- 
vantage resulted, however, from a slowing down in those 
outlays which usually find their reflection in public indebt- 
edness. The accretion in debt on the part of state and local 
governments was relatively negligible during the war 
years when compared with the period before 1917. 
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It was after the termination of the world conflict, how- 
ever, that the pre-war movement was renewed and carried 
on with such vigor and to such an extent as to create a 
problem of paramount importance for which no solution 
has as yet been found. State and local governments 
began to embark on public construction programs which 
necessitated such a huge increase in taxation and such an 
extensive use of public credit in the course of a few years 
as have never before been witnessed in this country. The 
depression and accompanying deflation of 1920 and 1921 
dealt a serious blow to all economic interests and afforded 
food for serious thought, particularly in many of the 
western and southern states where agriculture plays a 
dominating or important réle. This was reflected in the 
maintenance of state tax burdens at a more or less station- 
ary level for two years or so, but there is sufficient evidence 
to indicate that this arresting process was but temporary, 
figures for 1923 showing a substantial increase over the 
preceding year. 


Tax LEvIES 


Turning specifically to Wisconsin, it is found that the 
general property tax levy (which excludes the tax on 
railroads and public utilities other than local gas and 
electric light works) had increased from $29.3 millions in 
1909 to $47.4 millions in 1916 and $50.1 millions a year 
later. In 1918, the levy was $56.3 millions, whence it 
rose to $77.1 millions in the following year. By 1920 it 
had reached $96.3 millions, and in 1921 it was $97.2 mil- 
lions. The year 1922 witnessed a very slight reduction of 
less than two hundred thousand dollars, but taxes levied 
in 1923, collectible in 1923-1924, again showed an appre- 
ciable gain, topping the hundred-million mark in that 
year. Comparing the three-year period, 1911-1913 with 
1923, which is the latest year for which full details are 
available, it is found that the general property tax levied 
for state purposes has increased 12%, while the levy for 
county government purposes showed an increase of 205%, 
for school district purposes, 264% and for all other local 
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purposes, 161%. Although the increase for state purposes 
is only moderate, it must be remembered that there are 
other tax sources which the state government taps, while 
the general property tax is the mainstay of local finance. 
In the fiscal year 1923, the state government received 
$17,755,495 in taxes other than those on general property, 
which is almost three times as much as it receives from the 
latter source and which represents an increase of 209% as 
compared with the three-year period, 1911-1913. 

The burden on property may best be visualized in com- 
paring the levy of taxes with the true value of property, to 
determine the rate of taxation per dollar of value. Ina 
majority of states, assessed valuations afford little or no 
criterion of actual, present-day values, but in Wisconsin 
the State Tax Commission each year readjusts the local 
assessments in such a way as to attempt to reflect current 
valuations, based on careful records of bona fide sales in 
each taxing district. This comparison, as made in Table 1, 
shows that the rate of annual taxation for all govern- 
mental purposes on property as currently valued has 
risen from 1.11% in the 1911 levy to 1.38% in the 1916 
levy, 1.90% in the 1919 levy, 2.08% in the 1922 levy, 
and 2.07% in the 1923 levy. 


REcEIPTS 


A combined summary of all receipts of the State of 
Wisconsin and of all its civil divisions, excluding transfers, 
refunds, and agency and trust transactions, is presented in 
Table 2. Receipts of all governmental authorities rose 
from $58.9 millions in 1912 to $93.0 millions in 1918, 
$119.3 millions two years later and $179.2 millions in 1922. 
From 1920 to 1922, which is the latest period for which 
complete data are available, receipts showed an increase 
of 50.2%, compared with 28.3% in the preceding two-year 
period. Between 1912 and 1922, the increase in the 
amount collected by all taxing authorities in the State of 
Wisconsin was $120.3 millions, of which enhanced tax 
contributions (excluding licenses and permits) repre- 
sented $74.3 millions or 62%. Commercial revenues, 
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which embrace receipts from publicly owned utilities such 
as city light and water works, tuition fees of schools and 
colleges and sales of products of state institutions, con- 
tributed $14.0 millions to the increase between 1912 and 
1922; gifts and grants, representing funds received from 
the Federal Government as aid for highways and for the 
support of the University of Wisconsin, $3.4 millions; 
licenses and permits, $3.4 millions; and receipts on ac- 
count of indebtedness (i. e., funds borrowed), $22.8 
millions. 


DISBURSEMENTS 


Turning to disbursements, it is found that the increase 
between 1912 and 1922 was $118.2 millions, of which 
$42.8 millions are accounted for by enhanced expenditures 
for the construction of highways and bridges, $34.2 mil- 
lions for increased cost of education and $5.9 millions for 
public industries (maintenance of municipal electric light 
and water works, etc.) Expenditures for protection of 
persons and property, covering the cost of fire and police 
departments and of all regulative boards and commissions, 
were responsible for $6.6 millions; expenditures for health 
and sanitation, $5.8 millions; charities and corrections, 
for the support of the poor, the dependent and insane, 
$5.6 millions; and debt disbursements, including interest 
and repayment of principal, $12.4 millions. The cost of 
running the governmental machinery—legislative, execu- 
tive, judicial and administrative departments (state, 
county and local combined)—shows the lowest percent- 
age of growth of any group. 

It is interesting and significant to note that in 1922, 
30.6% of all governmental disbursements went for high- 
ways and bridges, 28.9% for education and 11.8% for 
debt transactions, while protection of persons and prop- 
erty consumed only 6.1% of the total; charities and cor- 
rections, 5.5%; general government, 5.1%; public in- 
dustries, 4.9%; health and sanitation, 4.5%; and recrea- 
tion (parks and playgrounds), 1.2%. 
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LocaL INDEBTEDNESS 


In addition to the power of raising the means of their 
support by compulsory contributions in the form of 
taxes, sovereign states and all political subdivisions which 
they have created and to which they have delegated the 
taxing power have another powerful resource at their 
command, and that is the use of public credit within the 
limitations set by constitutional provision or statute law. 
The State of Wisconsin cannot itself incur any indebted- 
ness above the nominal amount of $100,000, as was ob- 
served in the preceding chapter, but the political sub- 
divisions of the state have the power to become indebted 
to the maximum amount of 5% of the value of all taxable 
property located in their respective jurisdictions. How 
far have the local authorities of Wisconsin availed them- 
selves of this privilege which tends to place a higher tax 
burden on future generations, in the shape of annual in- 
terest charges and amortization of principal ? 

Complete data are not available for the period with 
which this report deals in particular. Examination of 
the data as collected and corrected by the State Tax Com- 
mission and of statistics published by U. S. Bureau of the 
Census shows an increase of 161% in the net indebtedness 
of all governmental authorities in the State of Wisconsin, 
from 1912 to 1922. From 1915 to 1919, the bonded in- 
debtedness of cities alone increased from $26,921,546 to 
$39,062,552. The total net indebtedness of the entire 
state and its subdivisions, i.e. gross debt less sinking fund 
assets set aside to meet such debt, increased from $40,- 
067,000 in 1912 to $104,523,000 in 1922. The per capita 
debt was $38.81 in 1922 as against $16.56 in 1912, as 
may be observed from Table 3. It should be noted in- 
cidentally, however, that the rate of increase in net in- 
debtedness in the ten-year period under review was lower 
in Wisconsin (161%) than in the surrounding states, 
with the exception of Indiana (127%) and equal to that of 
Illinois (161%). Wisconsin’s debt status is on the whole 
favorable, as is reflected in the statement that the total 
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net indebtedness per inhabitant of Wisconsin in 1922 
was eighth lowest in the list of all states in the Union. 


TasB_e 3: Net Dest or State oF WISCONSIN AND [Ts 
Po.iricaL SUBDIVISIONS 


(thousands) 
Per cent 
1922 1912 increase, 
1922 over 1912 

tate eovermmentc. oe. hs. Hana $2,164 $2,251 (*) 
County governments.............. 29,479 4,101 619 
All other subdivisions............. 72,880 SSRIS) 116 
ALOT eALVES as a tae ia eee Aen se $104,523 $40,067 161 


*Decrease of 4%. 


RuraL AND URBAN BuRDENS 


How does the burden of taxation on rural property differ 
from that on urban property? Is the farmer more heavily 
taxed in Wisconsin than the city dweller? This query 
has loomed important in recent years as a result of the 
alleged disparity between the economic strength of the 
rural dweller and the urbanite. Data have been collected 
for certain years which afford a limited comparison since 
1915 as to this point. In the records of the Tax Commis- 
sion, it should be remembered, the term “rural” as applied 
to valuations is considered to embrace property located 
in communities of less than 2,500 in population, while all 
other property is classed as “urban.’’ In states more 
highly industrialized than Wisconsin, this arbitrary divi- 
sion would be less objectionable from the theoretical 
standpoint, but as it happens the manufacture of lumber 
paper, pulp and furniture dominates the economic life 
of certain sections of Wisconsin and these operations, 
which fall into the class of manufacturing, are carried on 
in localities which are classified as rural territory. The 
inclusion of property that would otherwise be found in 
urban localities may tend to depress the rate of taxation 
for the latter group and enhance the rate for the rural 
group, and vice versa. 
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Bearing these considerations in mind, it will be found 
upon examination of Table 4 that the rate per $100 of 
true value of rural property has increased from $1.01 in 
1915 to $1.49 in 1922, an increase of 47.5%, whereas the 
rate for urban property advanced from $1.66 to $2.67 in 
the same period, an increase of 60.8%. From 1921 to 
1922, the average rate of taxation declined 5.7% in the 
case of rural property but only 2.6% in the case of city 


property. 


TABLE 4: BuRDEN OF GENERAL PROPERTY TAXATION ON 
UrBAn AND RurRAL PROPERTY COMPARED, STATE OF 


WISCONSIN 
- Rat 100 
dies True value Taxes levied 2 ne pet t 
Rural Urban Rural Urban Rural | Urban 


1915...| $1,802,060,178] $1,520,597,394| $18,209,946 | $25,155,694 | $1.01 | $1.66 
1917...| 1,989,072,635| 1,626,653,139| 21,101,860 | 29,032,144 | 1.06 | 1.79 
1919...| 2,224,247,107] 1,830,485,735| 32,284,597 | 44,821,788 | 1.45 | 2.45 
1921...| 2,459,693,291] 2,127,943,569] 38,854,927 | 58 349,916 | 1.58 | 2.74 
1922...} 2,509,059,124| 2,230,936,574| 37,347,726 | 59,655,926 | 1.49] 2.67 


In making these comparisons it is recognized, of course, 
that rural and urban dwellers do not always receive the 
same quantity or quality of comforts, conveniences and 
services that government supplies and that these differ- 
ences are often reflected in the disparity between the tax 
rates resting on the two groups. These differences are, 
however, for the most part not reducible to monetary 
terms and represent a small factor in the current dollar 
income of individuals, although in the long run their 
effects may become cumulative and may find their ex- 
pression in dollars and cents. With greater and greater 
extension to the rural districts of the telephone, gas and 
electricity (in which taxation is no factor), with the wider 
and wider use of the automobile that has already mani- 
fested itself, with the growth and improvement of arteries 
of traffic and roadways, and with educational systems 
that vie in character and quality with those found in 
cities, the difference in tax rates between urban and rural 
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communities has come to represent less and less a radical 
difference in benefits and services that the two groups 
receive from government. 


In this connection, however, it must be remembered 
that the above discussion takes cognizance only of the 
division of the property tax burden as between urban and 
rural property but not of the ultimate incidence of such 
tax burdens, i.e., whether the burden is shifted to others. 
Economists are agreed that the tax on land or site values 
is generally not shifted, while the tax on buildings or 
improvements is usually shifted. This is a crude and 
bald statement that requires considerable modification 
when applied to specific cases, but the general statement 
as above made represents on the whole the prevailing 
view of economists.! In so far as the general property tax 
reaches land or site value, there is ordinarily no difference 
in the ultimate incidence of the tax as between urban and 
rural property, whether it is used for agriculture, business, 
residences, factories, etc. In the case of buildings or im- 
provements, however, the situation is different in its ul- 
timate workings, if not always in principle. The tax on 
residences exclusively occupied by the owners is not 
shifted, whether they are located in urban or rural dis- 
tricts; the tax on residences occupied by tenants is gener- 
- ally shifted in bothinstances. The tax on business build- 
ings and factories is generally shifted, in the form of an in- 
creased price to the consumer of products or services. 
In so far as farming is the predominant industry in rural 
districts and in so far as the greater part of the value of 
a farm as a business enterprise consists of land (improve- 
ments being relatively small), a much larger part of the 
tax cannot be shifted to consumers of agricultural prod- 
ucts and remains as a burden on the owner than is true 
of business property in urban districts where the value 
of improvements represents a large percentage of the total 
value of the property. Comparing the burden on business 
enterprises as such, and excluding residences where the 


For fuller discussion, see National Industrial Conference Board, Research 
Report No. 64, pp. 47 ff. 
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situation is identical, it is therefore safe to say that, 
broadly speaking, the general property tax as affecting 
rural property is shifted to a smaller extent than is true 
of urban property. 

There is not only the large disparity above described 
in the rate of general property taxation as between urban 
and rural sections of the state, but even within counties this 
same situation obtains as a general proposition. For the 
year 1921 the rates of taxation for all governmental pur- 
poses (state and local) were computed from the records of 
the State Tax Commission, all incorporated communities 
being averaged and the rate adjusted to the official true 
valuation. Only two out of the 71 counties of the State of 
Wisconsin, namely, Douglas and Oneida, showed a higher 
rate on rural property than on urban property. In the most 
_prosperous counties which lead the state in their manu- 
facturing and agricultural industries, such as Milwaukee, 
Kenosha, Dane, Dodge, Iowa, Fond du Lac, Adams, 
Jefferson, etc., fifteen in number, the urban rate of taxa- 
tion was more than double that imposed on rural prop- 
erty. In 36 counties located predominantly in the central 
and southern section of the state, the urban tax rate was 
between 50% and 100% larger than the rural rate and 
fifteen counties had an urban tax rate of 1% to 50% 
larger than that levied on rural property. 

In this connection it should also not be overlooked 
that, by its system of state aids for highways and educa- 
tion, the state government turns back to many counties 
and localities much more than it receives from them as 
their contribution toward the general property tax raised 
for state purposes. Inasmuch as the tax rates above com- 
pared already include the mill taxes for state purposes and 
since the principal beneficiaries of the state-aids system 
are rural communities, particularly in the northern coun- 
ties, it follows that the rate of taxation on rural property 
is in reality lower than the figures above cited on the sur- 
face appear to indicate. The disparity between the rates 
of taxation on urban and rural property is thus intensified 
to the advantage of the latter when cognizance is taken 
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of the amount that rural communities pay to the state in 
the form of general property taxes and the amount they 
receive back from the state in the shape of aids. 

An idea of the extent to which essentially rural districts 
are the beneficiaries of state aid on a net basis may be 
gleaned from Table 5. In this table, the published data 
for 1921 and 1922 of the State Tax Commission were taken 
and corrected so as to include teachers’ retirement surtax 
and motor vehicle licenses which had been omitted. In 
the fiscal year ended June 30, 1921, there were 21 counties 
that received back from the state more than they con- 
tributed towards its support; in 1922, there were 18 coun- 
ties in this list, but in 1923 the number of beneficiaries 
increased to 42 (out of a total of 71 counties). The 
counties which are essentially urban in character, such as 
Milwaukee, Rock, Racine and Kenosha, paid into the 
state treasury a net amount for the maintenance of the 
state government, whereas the other counties, essentially 
rural, represented in a certain sense a liability to the state 
exchequer. Milwaukee County alone in 1923 contributed 
$2,350,607 to the state’s share of total property taxes, 
income tax, teachers’ retirement, surtax on incomes and 
motor vehicle licenses but received in return from the 
state $1,155,195 towards the support of the county’s 
educational system, highways, bridges, insane asylums, 
sanitaria, agricultural societies and for mothers’ pensions. 
The net amount which the state received from all the coun- 
ties after deducting aids, was $1,451,466, of which the 
share of Milwaukee County alone was 82.4%. The 
amount returned in aids exceeded the general property 
tax raised for state purposes by 12.1% in 1923 and in 
1924 this excess will be considerably larger. Thus the 
urbanized communities are called upon to contribute to 
the support of not only the state government but also the 
rural communities. While this circumstance may be 
highly desirable, reasonable or justifiable, it is neverthe- 
less a fact which must be constantly borne in mind in 
connection with a study of the problem of taxation as 
affecting industry in the state. 
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TasLe 5: Net Amounts oF STATE PROPERTY TAX 
RETAINED FOR STATE Purposes, WISCONSIN, 
1921-19232 


oe junesorion, | June'soriez2 | yune 30,1923 
AC AMS ieee clueieamer erties $4,227 $5,432? $20,693° 
Achlandteeritcmeec eee 10,297° 10,030° 31,093? 
Barron trie sre cite moles 29,327 26,694 5,263 
Bayfield. cereweeonacte we 11,688° 12,911? S7s1g3" 
Browieeiee eet soe seer 26,661 77,019 6,794 
Buffalowwecsertte eee 12,179 513 15,106? 
Burnette ce ea eeeee 100° 13,456° 25,010° 
Calumetete cs epiciisaess 36,359 38,729 17,034 
Chippewa aes a1. -ob 15,510 23,327 11,829° 
Clark) bewe cists cronies 39,393 22,624 555 
Golumbiaweeaercen sence 44,167 41,431 1,894 
Crawfordesssre seer 8,628 10,790 4,441 
IDE Vitae as erro merase Saat 246,665 329,648 233,185 
Dodge Mises en sesetoen 143,196 130,575 81,447 
1D lcleleornncoacemenre Oras 6,433 2,833 Syioue 
Douglast-cjictaciaecte: 31,047 54,995 5,761 
Dunne naw se erases 20,133 13,660 20,116° 
Baul G@lairesssass. obi 376° 36,081 45,632° 
Hlorencenseee se. e: dearer 199382 5,660° 8,908? 
Roncioup actrees 88,171 105,325 46,257 
Hores ie sayin = nase 3,670° 12502 30,897° 
Grantscrere te eeos 68,037 64,587 21,780 
Greentin vce eee 64,814 65,255 29,217 
Greentaker: pete 26,264 299 9,255 
TOWa Wractites meer mace 55,771 41,085 24,771 
Lronee eee ce oe ee 2,447° 2,904° 18,865? 
Jacksontniateri. see 22,283" S231e 86,299° 
etlersonses.<- ic mereees 65,926 75,885 28,322 
Juneau oaacceeeocs eas 132212 10,280? 21,681° 
Kenoshasenenasc eee 101,044 236,288 78,370 
Kewauneesen a aene cece 15,681 18,294 3,361? 
dai Crosse etre cree eee 18,751 50,062 13,069 
Vafayette so: reece 63,884 60,020 32,514 
Wangladen sae 3,864? 3,205° 27,468° 
eincolnlaneePcrere nee 10,263 28,627 16,149* 
MERTON KS, oo a5 oecngcde 57,583 95,189 33,028 
Marathoni7..\ es chaste 16,868 105,046 17,403° 
Marinettesdsa ct teen 41,617° 36,665? 69,212° 
Marquettcs. ect cont Uae § 5,884 2,513 6,181° 
Milwaukeewneat ian 950,391 1,760,440 1,195,412 


Montock; a aace cree 22,028 11,170 12,389° 
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TasLe 5: Ner Amounts or Strate Property TAx 


RETAINED FoR STATE Purposes, WISCONSIN, 
1921-1923°—Continued 


Year ended ren e 
ae ponies, | pissseetsd, | skunk, 
ODIO He ilea cx see oR Type 16,445° 40,850° 
OMEGA TE 5m esiee rele aes 12,945° 2,949 37,062° 
Outaramicse eee eee $43,032 $136,905 $26,503 
Ozaukesyars crises come Spee 37,359 20,184 
Pepince nea eon cata: 5,475 2,719 5,247? 
Bierce ernie. aes one 37,458 29,409 16,414 
Polke nia sist eee 16,906 12,154 10,292° 
DOFlaBe Me ceo oo. acs ein ah 6,484 27,614 24,190° 
Price miertice ee htyisiieks MIETSOF NSA Sho) Se 
RACING eee icies sss cor 164,247 233,899 150,019 
Richlandassner eee ce 16,516 8,448 13,020° 
Rocker r niente tics 143,127 185,086 113,564 
RUS ope erent eI 3,750° 699 16,973? 
Ste Croidee. crust. cece ts 19,884 16,351 12,818? 
Saw eerren te a sean ct 4,127 35,503 6,377 
Sawyer sae sere earch aee 10,439° 11,154? 34,269° 
Shawanoe acm hr eceiaee 4,028 633572 34,200° 
Sheboygantecns-see cet 98,035 155,786 71,621 
Mi avlorse rer cccmitatts eck 3,018? Ie Bes 
‘rempealeau......:--... 16,022 17,131 1S 9 1e 
Wernonue tain. erss cles 25,145 6,298 13778 
Wilasweetn orpinee seat. 10,238 7,046° 21,509° 
Walworth sc crisc tose 77,534 77,854 42,478 
Wash burincan dels ene 4,413? 1155122 30,483° 
Washingtons.. 50.650 <. 53,281 64,458 31,839 
Waukesha ssmecuircs 64,446 80,223 37,635 
Waupacaliy tests 6,301 25,970 12,053? 
Wiaisharaseeer ere rer 104° 7,978° 20,793" 
Wartnebacos. eric 65,359 214,785 73,760 
Wiicodtarminn ti cn micels 7,696° 39,174 28,268° 
otal Cm eerorieet $3,039,684 $4,765,808 $1,451,466 


*The figures in this table were arrived at by taking the total of the amounts received 
from the counties as the state’s share of general property tax, normal income tax, 
teachers’ retirement fund surtax on incomes and motor vehicle licenses, and subtracting 
therefrom the amounts returned by the state to counties for educational, highway, 
and other aids. ; 

>Excess of amounts received from the state in aids over the amounts paid to the state 
iN taxes. 


That the system of state aid for education has not 
always been productive of efficient results may be as- 
certained from the biennial reports of the State Tax 
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Commission, which call attention to some of the evils in 
connection with the state tax of seven-tenths of a mill 
for the support of the common schools, although this 
situation may not obtain today. In 1885, the so-called 
“mill tax law’? was enacted which placed the support 
of the school system at a flat millage rate of the state 
assessment, on the theory that the newer districts of the 
state had a moral claim on the older and wealthier por- 
tions to aid them in their educational endeavors. Since 
that time, many of the counties that were once in the out- 
lying districts have grown prosperous and have become 
well settled so that the need for aid from the rest of the 
state, which has been automatically reduced by their 
growth in wealth, is no longer so urgent. Furthermore, as 
values increased and the State Tax Commission slowly 
brought up the county and local assessments to a higher 
ratio of true values, the amount available for common 
schools had increased very rapidly beyond the needs of 
some districts. 


In the 1914 report of the State Tax Commission, the 
following statement is found: 


“As stated in the report of 1903, this is a larger contribution 
on the part of the state than is profitably employed by many 
school districts and results in extravagant and ill-considered 
use of public moneys; sometimes in plain ‘graft.’ This mis- 
use of funds is often found in that part of the state for whose 
benefit the law was more especially enacted. If the district 
itself is compelled to assume a larger share of the tax bur- 
den the expenditures will be better watched and more economy 
will result... . Many of the counties of the State then (when 
the law was enacted) largely undeveloped, with few and strag- 
gling settlements and low valuations of property, are today 
among the most enterprising and flourishing.” 


Again, in the 1916 report: 


“The tax commission in 1901 and subsequent years has 
called attention to the plain requirements of the statute 
and the propriety of reducing the mill tax to a lower rate 
than the present rate of seven-tenths mill which seems to be 
exorbitant. It appears from investigations of former years 
that some school districts from this source alone receive 
more than the necessary funds to carry on their schools... . 
This commission does not advocate the abandonment of all 

1Page 16. 
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aid, but only excessive aid which certainly in many cases 
at present results in mismanagment and waste of public 
moneys.”? 


Even as among rural districts in the various counties 
of the state, there exist wide differences in the amount of 
taxes paid. A special compilation, contained in Table 6, 
shows that the average annual increase in general prop- 
erty taxes per acre in rural districts, from 1917 to 1922 
was 13.9% in 23 northern counties, against 13.7% in 
27 central and southwestern counties, 18.3% in 20 
southern and southeastern counties and 27.5% in Mil- 
waukee County. While general property taxes per acre 
dropped 6% between 1921 and 1922 in the case of the 
northern counties and 7% in the case of central and south- 
western counties, southern and southeastern counties 
continued showing uninterrupted increases. In the latter 
group, 20 counties displayed an increase of 14 of 1% and 
Milwaukee County showed an increase of 10%. Com- 


TABLE 6: COMPARISONS OF TAXES PER ACRE IN RURAL 
Districts or WIsconsIn? 


Average 

General property taxes per acre (cents) annual in- 
Section of state crease in 
ana Mata | De ODCILY, 

1917 1918 1919 1920 1921 1922 a nai 


Northern counties (23)?..] 39.86] 42.71) 55.42} 69.46] 71.40] 67.47) 13.9% 
Central and Southwestern 


Oe es. 62.99} 69.23] 98.95] 116.92] 114.22] 106.73] 13.7% 
Southern and Southeast- 

fT (20) Ea ais Sihseisls 0 107.77} 120.91| 171.63] 200. 85] 206.23] 207.23] 18.3% 
Milwaukee County...... 402.29} 458.55) 660.78] 689.87] 871.72] 961.24) 27.5% 

Total, average (71)....}] 62.85} 69.15} 96.24) 114.92] 115.73] 111.44) 15.4% 


1Special compilation by R. A. Miller, General Tax Agent of the Chicago, North 
Western Railway Company, as computed from official records. 

2Includes Adams, Ashland, Bayfield, Burnett, Douglas, Florence, Forest, Iron, 
Jackson, Juneau, Langlede, Lincoln, Marinette, Marquette, Oconto, Oneida, Price, 
Rusk, Sawyer, Taylor, Vilas, Washburn and Wood. 

Includes Barron, Buffalo, Chippewa, Clark, Columbia, Crawford, Door, Dunn, Eau 
Claire, Grant, Green Lake, Iowa, La Crosse, Marathon, Monroe, Pepin, Pierce, Polk, 
Portage, Richland, St. Croix, Sauk, Shawano, Trempealeau, Vernon, Waupaca and 
Waushara. f : ae 

4Includes all others, with the exception of Milwaukee County which is not comparable 
with any other county. 
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paring 1922 with 1917, it is found that general property 
taxes per acre in the northern and central and south- 
western counties showed an increase of 69%, against 92% 
in the southern and southeastern counties and 139% in 
Milwaukee County. While taxes per acre are in no sense 
a good measure of the degree of burdensomeness, because 
of the wide variations in yield and uses to which land 
may be put, the above figures do indicate the comparative 
rates of growth in taxes in identical sections of the state. 


CHAPTER III 


COMPARATIVE STATE AND LOCAL TAX 
BURDENS 


INTRODUCTORY 


Each state in the Union is a sovereign authority and as 
such possesses such powers and rights as the states did 
not surrender to the Federal Government at the time of 
adoption of the Constitution. The only specific restric- 
tion on the power of taxation which the thirteen signatory 
states accepted of their own volition was the surrender of 
their right to levy taxes on imports, although certain 
other prohibitions have been implied in the existence of 
sovereign governments closely intertwined and interde- 
pendent, such as the mutual exemption of government 
property from taxation. Theoretically, therefore, the 
governments of the individual states have unlimited 
power with respect to taxation within their own respective 
jurisdictions, in so far as such power does not conflict 
with the constitutional provisions of the states them- 
selves and of the Federal Government. Practically, how- 
ever, there are a large number of limitations on the taxing 
power of individual states which arise from the dictates 
of common sense and the operation of fundamental eco- 
nomic laws. 

As far as the taxation of manufacturing industries is 
concerned, it should be borne in mind that in a very large 
number of cases, barring those where proximity to sources 
of raw material and availability of transportation facilities 
are the leading factors, localization of industry has been 
of a more or less haphazard character and that relatively 
heavy taxation in one state is, in the long run, an element 
which tends to curb expansion of existing enterprises and 
to discourage the introduction of new industries into the 
state. In many cases a new industrial enterprise can be 
located in any one of several states without creating any 


special problems of production or distribution; the same 
27 
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conclusion applies to the expansion of existing enterprises. 
Under these circumstances, the amount and character 
of taxation in the several states becomes a determining 
factor. This fact places an extra-legal limitation upon the 
taxing powers and policies of those states which desire to 
become the homes of industrial enterprises. 

In a discussion of taxation there is one principle that 
is apt to be overlooked but which vies in importance with 
the norm of ability-to-pay, and that is the principle of 
innocuity. While ability constitutes the best criterion 
for taxation purposes among the most advanced countries 
of today, it is imperative that this principle be not carried 
out to extremes. 

Any tax system, however well conceived and ably ad- 
ministered, that discourages private initiative and in- 
terferes with normal commercial processes, must in the 
long run produce disastrous results to the body economic. 
Progress depends in no small measure upon the con- 
tinual introduction of fresh energy and capital into the 
field of industrial enterprise; a tax system that proves 
burdensome and interferes with this process works a posi- 
tive harm on the community, by preventing reductions 
in price in any given case which would have come about 
as a result of enhanced activity and increased supply. 
Herein is still another factor which operates as a limitation 
upon the taxing power and policies of the several states. 


EXPLANATION OF Data EmpLoyepb 


The object of the present chapter is to determine, in so 
far as data permit and by such tests as may be considered 
reasonable, logical and defensible, how the burden of 
taxation in Wisconsin compares with that of surrounding 
states. As a prerequisite, the total volume of taxation 
was ascertained for the States of Wisconsin, Illinois, 
Michigan, Minnesota, Iowa, Ohio and Indiana, beginning 
with the fiscal year 1913 and ending with the fiscal year 
1923. The method employed was to take the total levy 
of general property taxes, payable in the fiscal or calendar 
year following the assessment, and to add thereto all other 
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taxes actually received as disclosed on the records of state 
auditors, comptrollers, treasurers, etc. To be sure, the 
entire amount of the general property tax levy is not 
always collected in the year it is supposed to reach state 
and local government treasuries, but these uncollected 
amounts constitute a lien on such property until paid or 
until the property is sold and in any given year it may be 
reasonably assumed that back taxes paid in any given 
period for previous years more or less balance the uncol- 
lected taxes of the levy of the given period, the net effect 
being almost the same. “Back” or delinquent general 
property taxes unpaid in a given year and carried for- 
ward in the succeeding year’s levy were eliminated in 
every case to obviate duplication, with the exception 
of Illinois, where it was impossible to segregate them 
from the remaining data. Special assessments, i. e., 
taxes levied on property for a particular or specific 
improvement, which are apportioned according to the 
assumed benefits to the property affected thereby, have 
been ignored in every case, since the special payment is, 
in theory at least, returned to the owner of the taxed 
property in the form of special services and enhanced 
value. 

In some states the designation “tax” or “license” is 
sometimes used in connection with a payment for a special 
service which approximates the cost thereof. In this group 
there fall all the payments in connection with examinations 
for professional certificates, marriage and occupational 
licenses, permits to hunt game and fish in restricted 
waters, and others of a similar character which partake 
of the nature of fees. Under this designation there are 
also to be included contributions made by insurance com- 
panies, banks and trust companies, oil refineries, etc., for 
the support of administrative departments of the state 
government whose task is to perform a particular service 
of inspection and supervision. Strictly speaking, these 
payments do not constitute a tax (the latter being defined 
as a compulsory contribution levied upon inhabitants of a 
community to defray the general cost of government and 
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meet the general public needs); hence they have been 
omitted from the study. In addition, it would have been 
impossible in many cases to secure complete data for all 
states were these charges considered properly includible; 
moreover, in the states for which details are available 
the total amount received from these sources is relatively 
small or negligible. Their elimination from this analysis 
does not, therefore, affect its accuracy or its findings. 


Tests oF BURDENSOMENESS 


In order to indicate the comparative burdensomeness of 
taxation, five different bases have been employed, which pos- 
sess specific merits and shortcomings that must constantly 
be borne in mind in connection with their general use: 

(a) Per Capita. This is the traditional method used 
in comparing relative tax burdens as between political 
units, and is frequently used in international comparisons. 
The primary justification for employing per capita com- 
putations is a general but vague feeling that the economic 
capacity of a country for taxation and other purposes 
varies directly with the quantity of its human material. 
If there are more inhabitants in a country, there are more 
taxpayers from whom taxes may be collected. This basis 
ignores, however, the economic quality of a country’s 
human resources, which in the last analysis determines the 
tax-paying ability of the nation as a whole. It is evident 
that a nation of poverty-stricken peasants, who barely eke 
out an existence and whose standard of living is low, is not 
on a comparable plane for taxation purposes with a highly 
industrialized country where the luxuries and comforts 
of the former constitute necessities in the daily life of the 
other. The per capita basis of comparison overlooks all 
resources other than the human element, which under 
modern conditions is a very large factor determining the 
course of progress of any given country. Its use leads to 
absurdities when comparing a densely settled and in- 
dustrially backward country, such as China, with one far 
less densely populated and in the foreranks of capital- 
istic development, such as the United States. 
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Furthermore, the use of per capita figures for tax com- 
parisons possesses a distinct defect when applied to the 
smaller political units whose distribution of population 
among various age-groupings is not similar. An agricul- 
tural state is likely to have a larger number of children per 
family than an industrial state, so that in any given period 
the proportion of adults upon whom the burden of taxa- 
tion rests is smaller in one case than in the other. Thus, 
according to the 1920 Census of Population, the number of 
persons per family in the seven states under comparison 
varied from 4.5 in Minnesota to 4.0 in Indiana. The 
number of persons per family in Wisconsin was 4.4 or 2% 
larger than in Michigan, 5% larger than in Illinois, 7% 
larger than in Ohio or Iowa and 9% higher than in In- 
diana. The larger the number of persons per family, 
generally speaking, the larger is the proportion of non- 
productive population and the higher is the burden per adult 
person. Again, the proportion of the state’s population 
comprising children of 14 years or under is larger in Wis- 
consin than in any of the six other states with which it 
is being compared in this study. Per capita computations 
ignore these considerations and must therefore be used 
with a large amount of reserve and caution. 

(b) Per Family. The principal merit of this basis of 
comparison is that it assigns the same weight to one tax- 
paying unit, with a smaller number of non-productive 
members, as to another with a larger number of non-pro- 
ductive members, and neutralizes the material differences 
in average size of families as between states. The chief 
difficulty lies, however, in a proper definition of the term 
“family.” The Census Bureau ascertains the number of 
families decennially, and according to its use of the term, 
a family “signifies a group of persons, whether related by 
blood or not, who live together as one household, usually 
sharing the same table.” But the Census Bureau con- 
siders one person living alone as a family; furthermore, 

1Census of 1920, U.S. Census Bureau, Vol. II, p. 1265. Thus the family 


includes servants, boarders or other members not related by blood, or distant 
relatives. 
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all the occupants living in a hotel, boarding house or 
lodging house and all inmates of an institution, how- 
ever numerous, are counted as a single family. It is 
the conclusion of the Census Bureau, however, that 
“in the case of entire states or of large cities there is 
probably no great difference between the average size of 
private families (i. e., natural family, plus servants, dis- 
tant relatives, etc.) and the average size of all census 
families, but this is not true of small communities in 
which large institutions are situated.” 

Computations on the basis of families are exposed, 
however, to objections raised above in connection with 
the per capita figures, namely, that they ignore the non- 
human resources whose presence or absence spells in- 
creased or diminished capacity to bear taxation. 

(c) Per Person Gainfully Employed. Comparisons of 
tax burdens based on the number of persons gainfully 
employed possesses one distinct merit in that the basic 
figure constitutes the vast body of individuals upon whom 
taxation finally rests. Persons gainfully employed repre- 
sent in the last analysis those who produce the overwhelm- 
ing preponderance of income upon which the tax system 
makes drafts. In so far as those who pursue no gainful 
occupation and have retired from active work are not 
reflected in the totals, although they may possess inde- 
pendent incomes from which they draw their sustenance, 
this method is subject to criticism, but the number of such 
individuals and the totality of their incomes in the United 
States is relatively small. 

The United States Census Bureau publishes decennially 
figures bearing on persons gainfully employed over 10 
years of age, but it is clear upon analysis of the figures 
that not all these individuals ought to be counted among 
the productive workers of the nation who comprise the 
large body of taxpayers. Many of these are children per- 
forming occasional or periodic work in the enterprises 
conducted by their parents, although state laws may pro- 
hibit hiring out their services to non-parental employers 
under specified minimum ages. Of all the children between 
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10 and 15 years, both inclusive, who were gainfully em- 
ployed in 1920 (1,060,858), 61% (or 647,309) were en- 
gaged in agricultural pursuits. Elimination of these 
periodically employed and dependent children is essential 
in order to obtain the approximate number of gainfully 
employed who would fall within the class of semi-inde- 
pendent and fully independent workers of the nation. 
If those gainfully employed 16 years of age and over are 
taken as the basic figure, the above-described difficulty 
is largely overcome. 

(d) In Relation to Wealth and Income. The method of 
drawing the relationship between taxation and income is 
by all odds the best that has presented itself. All taxes 
must be paid out of income of past or current origin. Just 
as in the case of the individual, income in the last analysis 
determines the ability to bear the burden of taxation, so 
in the case of the state or the nation the sum total of the 
incomes of the individuals comprising it limits the pro- 
portion that can be paid in taxes, and the ratio of the 
two factors serves as the best basis for a valid com- 
parison of relative burdensomeness of taxation. As it is 
true of individuals paying the same amount of taxes that 
their relative burdens are by no means identical, so it is 
also true of states raising the same amount of taxes 
per capita, per family or per person gainfully employed 
that the relative burdensomeness of their taxation sys- 
tems is not the same. The one that has higher money 
income and more extensive resources can support a larger 
amount of taxation than the other less fortunately situ- 
ated in the economic sense. 

That the states in question differ widely in their respec- 
tive wealth and income may be gleaned from Table 7 
below. In 1922, the wealth per capita of the seven states 
in question was lowest in Wisconsin. Income per capita 
in 1919 was lowest in Wisconsin; it was 37.3% higher in 
Illinois than in Wisconsin, 26.4% higher in Iowa and in 
Michigan, 23.7% higher in Ohio and 4.3% higher in In- 
diana andin Minnesota. Unfortunately, data as to income 
by states are available for no other year than 1919. In or- 
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der to obtain a satisfactory ratio for a later period, it is 
possible to employ the figures of total state wealth ascer- 
certained by the United States Census Bureau in connection 
with its decennial study of wealth, debt and taxation. 
These figures appertain to the year 1922. Although the use 
of wealth figures constitutes a less satisfactory method 
than the employment of income data, since the various 


TasBLeE 7: WEALTH AND INCOME OF SEVEN STATES 


CoMPARED 
Total Total Total . 
wealth, wealth, income, Per capita (dollars) 
State 1912! 19221 19192 


Wealth,| Wealth,| Income, 


(thousands) | (thousands) | (thousands) 19122 19222 '| 19192 


Wisconsin........ $4,327,770] $7,866,081] $1,466,513] $1,808] $2,887] $557 
Minnesota........ 5,432,278] 8,547,918] 1,386,514] 2,529] 3,442] 581 
Towas! Sacheene. 7,708,967| 10,511,682| 1,697,401] 3,465] 4,274] 706 
Illincis 30sec 15,500,164] 22,232,794] 4,962,384| 2,663] 3,295] 765 
Michigan......... 5,297,419] 11,404,861] 2,581,907| 1,828| 2,899] 704 
Indighase sss tac 53358,951| 8.829.726] 1,702,776] 1,954} 2,942] 581 
Ohio tan tee 9,123,301] 18,489,552| 3,967,713] 1,861] 3,048] 689 


1Figures as released by the United States Bureau of the Census for 1922. Revised 
figures for 1912. 

20. W. Knauth, National Bureau of Economic Research, “‘Distribution of Income by 
States in 1919,” Harcourt, Brace & Company, 1922, pp. 25-26. 


forms of wealth do not necessarily yield the same rate 
of return as between states and since the composition of 
one state’s wealth is not always the same as that of an- 
other, the ratio is by no means bereft of all defense and 
serves the purpose of bringing the study a little closer 
to present-day conditions. 

(e) Relation of Direct to Indirect Taxation. Originally 
direct taxes were taken to embrace those that the legis- 
lator intended to have remain where first imposed; in- 
direct taxes covered those that were intended to be shifted 
to the shoulders of others than the individuals who paid 
them initially.1_ While the intent of the legislature is, 


1This is essentially Rau’s definition which Wagner accepts with slight quali- 
fications. Cf. Adolph Wagner, “‘Finanzwissenschaft,” Zweiter Theil, “Theorie 
der Besteuerung,” Leipzig, 1890, pp. 237 ff. 
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according to this definition, the criterion of the distinc- 
tion between direct and indirect taxation, modern stu- 
dents of the fiscal science have changed their emphasis 
from intent to experience in actual practice in determining 
whether a given tax falls in the category of direct or in- 
direct tax. That all taxes are by no means shifted and 
that some taxes can be shifted only under certain con- 
ditions have been clearly indicated in a previous report 
of the Board.' A tax that is usually shifted is now con- 
sidered classifiable as an indirect tax; all others are deemed 
direct, although the rule of classification is not nearly so 
hard and fast as herein indicated. 


The relation of direct to indirect taxation, in view of 
this definition, is, therefore, of significance as affect- 
ing the distribution of taxation. The distinction is of 
particularly vital importance in international comparisons. 
As Professor Seligman puts it, 


“Where the major share of the tax revenues is derived 
from indirect taxes most of which reflect themselves in an 
increased price level, the burden on the lower incomes is 
relatively great because the rise in wages proverbially lags 
behind that of prices; while the tax burden upon those in 
receipt of larger incomes and who are therefore better able to 
pay is relatively slight. In countries, on the contrary, where 
the great mass of revenues is derived from direct taxes, the 
burden on the lower incomes is relatively small, not only 
because of the graduated income tax but also because of the 
property taxes, capital levies and inheritance taxes from 
which are exempted the more moderate taxpayers who are 
able to amass little if any capital; while the burden on the 
richer classes and the wealthier business man is relatively 
great. The social effects of excessive taxation in retarding 
business enterprise and the accumulation of capital are 
therefore especially marked in countries with a preponder- 
ance of direct taxation.’ 


The comparative proportions of direct and indirect 
taxation as between states in this country differs, of course, 
less sharply than in the case of international comparisons. 
But it must be remembered that the degree to which 
direct taxation of the Federal Government affects the 
distribution of taxation varies considerably from state 


1National Industrial Conference Board, Research Report No. 64, pp. 35 ff. 
2Political Science Quarterly, Vol. XX XIX, No. 1, March, 1924, p. 144. 
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to state, because of the graduated features of our income 
and corporation tax system.’ When to the direct taxes 
paid to the Federal Government there are added the direct 
taxes of state and local governments, there will be found 
intensified variations as between states in the ratio of 
direct to indirect taxation. As a general proposition, the 
larger the proportion of the state’s total revenue raised by 
direct means, especially income taxes, the greater is the 
burden on industrial incomes. 


CoMPARATIVE RESULTS, BY STATES 


On the basis of the amount of taxes collected in each 
fiscal year, beginning with 1913 and ending with 1923— 
an eleven-year period—the following results are recorded: 

(a) Per Capita. Taxes per capita in Wisconsin, aver- 
aged for the entire period, were higher than in any of the 
industrial states compared, namely, Illinois, Michigan, 
Ohio or Indiana, but lower than the per capita results for 
the agricultural states, viz., Minneosta or Iowa. The 
average annual amount of taxes raised in the State of Wis- 
consin per head of population was $30.31, or 9.7% higher 
than in Illinois, 11.4% higher than in Indiana, 4.4% higher 
than in Michigan and 11.6% higher than in Ohio. On the 
other hand, Wisconsin’s average annual per capita tax for 
the eleven-year period was 1.3% lower than that of lowa 
and 13.8% less than that of Minnesota. 

(b) Per Family. In the case of taxes per family, Wis- 
consin stands second highest with Minnesota in first place. 
The average amount of taxes raised annually per family 
amounted to $134.76 in Wisconsin, which is 24.1% 
higher than in Indiana, 21.5% larger than in Ohio, 14.7% 
higher than in Illinois, 9.1% larger than in Michigan and 
6.3% higher than in Iowa. 

(c) Per Person Gainfully Employed, 16 Years of Age 
and Over. As related to the respective number of individ- 
uals who comprise the large body of taxpayers of the 
country, the average annual amount of taxes raised in 


‘Since the abolition of the excess profits tax, this statement no longer applies 
to corporations. 
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Wisconsin ($81.43) was, again, higher than in any of the 
other industrial states under investigation, but lower 
than that shown by the agricultural states of Minnesota 
and Iowa. The figure for Wisconsin shows an excess of 
18.8% over that reported for Ohio, 17.7% over that given 
for Illinois, 12.2% higher than that for Indiana and 11.5% 
over that reported for Michigan. On the other hand, 
Minnesota and Jowa raised in taxes per person gainfully 
employed an average annual amount of 14.3% and 6.5% 
larger, respectively, than was found in Wisconsin. These 
and the preceding data are found in Table 8, supported by 
Tables 9 to 18, inclusive. 


TaBLe 8: ELEVEN-YEAR AVERAGE ANNUAL Tax Com- 
PARISONS, SEVEN STATES 


Per person gain- 
fully employed 


State Per capita Per family 16 years ohiage 
and over 
NWMisconsinuseree ores $30.31 $134.76 $81.43 
MMINGIsseee ace ee ee 27 .62 117.44 69.18 
Mochigantecescniics ee 29 .03 123550 73.05 
Minnesotaneeeaireciee 35.16 161.11 93.08 
Lows ate oan eas a0) 7 2 126.76 86.76 
(0) foes. 9 3, EEN eee eee Oh AES) 110.91 68.54 
nictraiiaepeen werece eses-tereaee Dee: 108.56 72.59 


(d) As Related to Income and Wealth. As stated above, 
the only year for which a distribution of the national 
income has been made by states is the calendar year 
1919, and in order to make a proper comparison, the 
tax totals were averaged for the fiscal years ending in 
1919 and 1920, affording an approximation to the calendar 
year basis of 1919.1 Virtually the same situation obtains 
if only the fiscal year 1919 is taken as the factor of re- 
lationship. The Census Bureau’s figures of wealth by 
states are stated as of December 31, 1922. By the very 
nature of things, this date does not hold for the bulk 


1This method is especially desirable in view of the termination of the states’ 
fiscal year on June 30, except for Indiana, whose year ends on September 30. 
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TaBLe 12: Totrat Taxes 


Source 1923 1922 1921 1920 
Generalipropertya..4.00 <2 see eee $97,033,652 | $97,142,844 | $96,250,457 | $70,198,976 
Wee ceiGien Os Lk ek 2102611 | 1,282,687 | 1,368,061 | 1,206,101 
ARCOM ee OS oe hy ae aidan aha i eee 4,351,490 7,068,820 4,681,002 6,310,230 
Soldiersavonus surtaxs 4-7 oe eee 333.925 130,814 65,108 7,360,964 
Hducational bonus surtax...---...-...: 689,300 1,376,198 1,229,502 1,473,114 
Teachers’ retirement surtax............ 727,075 15504390 tee e oa. Re clened | ae or eesaee 
SEE Crone Ein mates G00 7,321,976 | 7,295,084 | 7,061,310 | 6,095,464 
Railway (street) so. uhac amma ce mon cine oe 1,829,476 1,551,803 1,360,235 6,020,189 
Siceping.Cancnmech nee fae ner 29,627 33,702 33,642 131,220 
Breiph @linewer ecru aceee wr rareee 26,020 28,229 26,292 19,383 
Express ieee eee ern ee nee 14,814 10,579 9,477 10,242 
Pe pohe cs tak Es i oe 103,797 154,010 81,973 51,217 
Melemh One neuter raae tales ktcts elo masters 638,465 575,485 221,518 434,231 
Conservation and regulation............ 8,994 7,898 6,634 5,048 
dinguirance sere. cueer ete ees eee 1,261,533 1,125,136 10575355 914,406 
erneational oud neki gs Sake 146,510 141,070 154,267 179,526 
Motor venice tmte store an ee 4,791,158 4,088,570 3,650,029 3,116,221 
arate bonus\(Stateytax)hra cea ae | epee rere ene eer 18,168 6,929,859 

(Ue atts RG eet an) ae nee nen Oren eee or eee hal | Cn AS ae tl eae bP ele | eto d toon « 
dncorporation, fees emma sear ace aera 266,153 216,363 447,286 344,418 
Elo tal pero ee ore csc ks re hua eee $121 ,646,576 |$123,733,683 |$117,722,316 |$105,800,809 


Fiscal year ending June 30. 


TaBLeE 13: Tora, Taxes 


Source 1923 1922 1921 1920 

Gracral property nee eee $265,661,465 |$259,499,523 |$214,145,617 |$190,581,360 
Vimberitance (gross)... 24 ee pee vo 5,745,059 3,367,041 3,645,494 1,847,185 
Gross earnings of Illinois Central R. R.. 3,483,9633| 3,134,291 3,348,755 2,551,465 
Corporation franchises 2). ser = 4s 20500268 |e G38 1597 3,573,870 1,503,086 
BUNT ONCE iaeatan is. uke Se Pecan em eee ase 3,530,1213} 3,243,738 3,308,668 3,497,087 
Accomm Biles is 5 het ee, 9,441,7753| 7,729,424 | 6,707,210 | 577152337 

otalonci.: Sern cns ttt reer: $292,067,509 |$280,355,614 |$234,729,614 |$205 695,520 


1iscal year ended Sept. 30 up to and including 1919; June 30 thereafter. 
*Includes back taxes which cannot be segregated in the records. 
*According to letter of State Auditor, April 9, 1923. 


of the items evaluated. The valuation of real and personal 
property, for example, as made by state and local assessors, 
rarely, if ever, refers to the end of the calendar year and 
the ratios of assessed to true value, which are applied to 
assessed valuations in order to reach current values, in 
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Raisep 1n Wisconsin, 1913-1923: 


1919 | 1918 1917 | 1916 1915 1914 1913 


$56,271,297 | $50,134,004 | $47,444,622 | $43,365,640 | $42,061,707 | $41,755,035 | $33,623,413 
841,105 559,341 930,572 543,716 616,401 496,112 999,676 
6,999,660 | 6,161,068 | 2,959,727 | 1,959,882 | 2,093:842 | 1,902,988 | 1,631,420 


Siepenasemererene S|) he (ovale aby ie) else Fl) leue Wise ane tetere!) {|e ecelal cuareisgere. | (a spleens 6 ssenecs:© |) fele erenehenelsh cree PP wires eles ar et-aiiel 


5,677,084 | 5,370,305 | 5,154,691 | 4,804,190 | 4,748,945 | 4,290,917 | 3,733,262 


759,366 949,635 826,507 841,704 810,113 609,321 514,041 
16,377 13,592 13,168 14,434 12,709 10,728 16,630 
17,537 14,671 12,428 12,929 12,449 11,482 9,242 
13,999 18,414 15,741 10,729 10,836 9,555 17,406 
20,152 40,025 35,016 29,262 14,127 28,095 23,973 

363,118 343,018 312,733 291,228 270,762 253,894 230,919 

4,996 3,738 S557 Sea OA oot pee the SRE ce” Lek ol eee ee 
853,317 781,460 724,613 700,717 862,240 814,272 759,556 
253,824 pe OMY Sop arctan tie 2 aetrete tead ROB Seg t ee Gener DIC Bese ck 

2,413,413 | 2,029,648 834,142 578,660 419,775 276,904 187,376 
es rae 99,925 124,558 94,118 88,248 94,096 
139,382 144,461 136,156 85,212 125,515 183,278 103,332 


$74,644,627 | $66,662,770 | $59,503,598 | $53,362,861 | $52,153,539 | $50,730,829 | $41,944,342 


Ratsep 1n Ixtiinois, 1913-1923} 


1919 1918 1917 1916 1915 1914 1913 


$149,997,044 |$148,609,890 $140, 449,370 |$124,813,481 |$112,453,000 |$114,041,976 {$93,757,467 


905.933 | 1,823,037 |" 2.372.758 | 1,255,365 | 2.115:151 |  2:243.583 | 1,169,351 
2298558 | 2,044,911 | 1,730,329} 1,501,071 | 1,344,684 | 1,393,283 | 1,3027725 
540,851% 942122 | 1,122,159 816,636 | 1,039,261 690,695 | 680,844 
1,083,044° 593,773 "647,506 611,600 537,960 527,124 | 500,008 
3,236,4499| 2,749,609 | 1,603,492 } 1,069,523 801,126 699,5358|  482,8668 


$159,361,879 |$156,763,342 |$147,925,614 |$130,067,676 |$118,291,182 |$119,596,196 |$97,893,233 


4Receipts for calendar year as reported by the Director of Trade and Commerce in letter dated March 15, 1924 
5Estimate. 
6Biennial Report of Auditor, 1912-1914. 


reality represent averages for the year. Hence, in this case 
also it was considered advisable to use the average of two 
fiscal years, namely, of those ending in 1922 and in 1923. 

Comparing state and local taxes with state income in 
1919, it is ascertained from Table 19 that, with the excep- 
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tion of Minnesota, the State of Wisconsin’s ratio exceeds 
that of any other state under investigation. The ratio of 
state and local taxes to state income! was 6.15% for Wis- 
consin, as against 3.68% for Illinois, 3.93% for Ohio, 
4.35% for Michigan, 4.61% for Indiana, and 4.72% for 


TABLE 14: TotTaL TAXES 


Source 1923 1922 1921 1920 
General propettys. snes seas ree tee $160,222,825 |$158,388,567 |$140,438,983 |$110,776,106 
(Ratlioadscompanicsse erm remirersaiiet 6,951,335 7,417,813 5,926,935 5,988,843 
Telegraph and telephone companies..... 1,300,327 1,098,846 880,690 791,596 
Camloanins companiesse... er eases a 85,893 91,671 77,613 60,238 
Expressicommpaliies sens cei eriei aioe seks 45,591 46,215 36,960 34,802 
inheritances we porwcs eshieore oa oe oe 1,075,981 1,250,660 1,391,678 780,189 
nisurance companies ses: me accs ae es aS pol 1,685,687 1,806,335 1,387,424 
Franchises (organization licenses)....... 580,591 288,590 eon 384,364 
Canalkeompanies sneer tiers noche ererine | meet oes Reel | crete eens: 1 SOO amarante. 
River improvement companies.......... 50 50 50 50 
Sleeping can companies: seen tena 19,946 20,219 18,480 12007 
Corporations (privilege tax)............ 5,640,243 5459) 675") ween cece ee eee 
; 6,991,389 6,240,942 5,478,358 
IMGtoreviellichesen sets cin ictn trae aree s 9,572,857 200,831 097,828 ”154,505 
States DOntonm eee 1,010,975 1,052,273 494,764 718,196 
Mortgages| oP portions. |: suis sks 1,010,975 1,052,273 494,764 718,196 
Wesselktonnacemeern seca. cies loci ae ete 9,076 9,329 14,695 14,838 
Operatorsalicensessmas are eis 404,280 70,643? DoS 702 226,361 
Bands States POrtOn i... pins yee = 123,698 65,230 108,808 131,608 
COUnty{S porclOneer es: oer eriies 123,698 65,230 108,808 131,608 
iINontresident wholesale liquor licenses. «|i | = ecmiaee 1, se eeee | ee ame nee eee 
laikroad COmpaniesinecs kiccistnoa sr astates| |) MaLOPcroreaVers lib | erencae Ree toe lamer Nee] | 
Waterspower companies mr posters 05]! Meee eee ene kee | ne 
PP otal See ean wae ceed aclare Stee se $189,970,612 |$185,255,191 |$158,853,945 |$127,794,499 


*In addition, some licenses are included in motor vehicle taxes listed elsewhere. 


Iowa. Thus, the burden of taxation in Wisconsin as 
measured in relation to income, which is the most satis- 
factory of all criteria, was two-thirds larger than that for 
Illinois (67.1%), almost three-fifths larger than in Ohio 
(56.5%), two-fifths higher than in Michigan (41.3%), 
one-third larger than in Indiana (33.4%) ‘and three- 


‘Stat income refers to the combined income of all physical and juridicial persons 
within the jurisdiction of a state. 
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tenths higher than in Iowa (30.3%). Minnesota’s burden 
was, however, 7.2% higher than that of Wisconsin. 
Turning now to state and local taxes as related to state 
wealth in 1922, it is discovered that, with the exception 
of Michigan, the State of Wisconsin’s ratio exceeds that 


Ratsep 1n Micuican, 1913-1923! 


1919 1918 1917 1916 1915 1914 1913 


$85,132,657 | $73,612,698 | $61,815,004 | $60,596,921 | $50,811,961 | $50,569,766 | $43,242,968 


5,141,762 | 3,782,976 | 3,882,215 | 4,535,616 | 4,556,990 3,794,813 | {41°07 
651,758 | 568,178 | 505,658 | 566,877 | 483,540] 543,306 | 629,506 
45,848 30,810 21,045 22240 20,475 27,445 25,005 
31,984 34,070 323934 67,473 23,170 37,550 35,828 
512,594] 597,509] 775368] 478,146] 515,004] 501,710 | 364,664 
1,109,422 | 983,239 | 838,697 728,580 | 686,094 | 662,686 | 616,666 
109,809 | 116,838} 202,630} 126,368] 264,415 99,159 76,302 
750 750 750 50 eee 1,500) dca ee 

50 50 100 50 350 250: |) eee 

14,126 12,795 11,936 14,291 12,862 13,474 12,482 
3,272,226 | 2,957,268 | 2,532,188} 1,336,192} 359,365] 401,131 | 185,392 
317,915 | 335,553} 644,738 | 376,589 | 254,056 | 288,945 | 268,058 
317,915] 335,553 | 644,738 | 376,589 | 254,056 | 288,945 | 268,058 
14,440 14,763 15,323 12,639 13,171 14,061 14,344 
58,545 GAN84 1 le 53,9491 ber oo2lt | (20,8084 273.440 |)» eae 
58,545 34,184 33,949 66,211 20,808 TET ie vee, 
cee ae 17,292 23,125 23,125 23,292 | "24,542 
ee Saas 30 30 117 119 113 
Soy erage eat ell et a ae en 5,250 


$96,790,346] $83,451,418] $72,008,544] $69,394,898] $58,320,367] $57,415,032) $49,919,746 


iFiscal years ended June 30. 


of any other state under investigation. Measured in- 
terms of wealth, the burden of taxation in Wisconsin was 
in 1922 two-fifths higher than in Iowa, one-fifth higher 
than in Illinois, one-seventh higher than in Ohio, one 
tenth higher than in Indiana and one-fortieth higher than 
in Minnesota. Michigan’s ratio exceeds, however, that 
of Wisconsin by one-twentieth, as may be observed from 
Table20. In view of the character of the wealth estimates 
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TaB_e 15: Torat Taxes 


Source 1923 1922 1921 1920 

General propetty. s.-— seers see $105,605,981 |$106,742,432 |$109,272,571 | $91,648,842 
IMoneysand credits a. -t see ance 1 902, 878 i OTT, 5242 13293 °365 1,079,973 
Motteareteristr yeas ae ein ae ear "483,125 529.923 461 "407 702,156 ; 
leo AUG 3 See tae itunes Fac? TL 67,663 67,924 110,663 
Gross earnings of railroad.............. 7,647,437 7,368,620 9,070,020 7,759,828 
Gross earnings of telephone companies . 658,027 468,472 424,225 358,831 
Gross earnings of express companies ... . 81,651 115,409 192,595 105,157 
Gross earnings of sleeping cars companies 60,331 252,426 53,072 41,851 
Gross earnings of freight line companies. 30,052 27,956 20,961 21,718 
dinheritancesey-n one renee | ae 1,502,185 966,540 1,074,039 1,056,687 
Insurances. tc ea eet en rie oe 1,113,216 1,055,462 1,065,468 861,394 
ftielegraphicompanicsaqe-e een eeee ees 35,887 35,887 33,119 29,439 
Wessel: tonnagee ssc ded sansn cca eee 48,415 9,342 35,120 54,805 
iresmarshal Qi ew 3 on seers ome OF 49,543 47,416 56,253 45,308 | 
Winterreise te re oe 7215,001'| | 8ST ee 204,172 | 
@ccupationsi¢minine) eae 3,530,976 2,361,962: |" Seen he eee 
Me brate hospitals a. cinch ee ate Tete csi | pe ee eens et | Meee 8,624 } 
Incorporation licenses=. sean ace ee 124,025 87,305 129,675 169,150 

AMGEN Oh Cenc cates amis Be ama ks $129,466,147 |$130,162,344 |$125,954,536 |$104,258,598 ) 


‘Tasuts 16: Torav Daves 


Source 1923 1922 1921 1920 

General property x oe: nanien csi Carne ae $105,318,782 |$104,225,254 | $96,454,244 | $79,872,709 
Crp arenes Sb oc Syn tnn Gadaceqns tment 640,734 5909199 ee ee ee ee eee 
Btiheritances. 355250352. 2 eens eak ss. 925,354 691,158 657,227 648,872 
PAUILOINODILES ry rin Pierro make ener: 7,891,366 | 10,197,042 2,093,650 7,053,309 
Aenerance a Se wa kn ae el ee 1,079,7152} 1,096,085 | 1.084718 960,421 
Carine companies. oe se see eee ee 30,433 27,164 19,363 28,595 
TRONS ke eat eR AEE tt ae Rea ie DS Ae RUN. 291,887 282,288 283,392 261,299 
(DiC et ED A een Bene Meera ie Bx 12,565 175,858 173,949 173,860 
incorporations sect aan memer ies 133;259 119,677 214,877 289,225 

i aR NPE BON iy ee $116,324,095 |$117,405,445 |$100,981,420 | $89,288,290 


1Fiscal year ending June 30. 2Calendar year 1923. 


and in view of the general shortcomings noted above, this 
ratio is less valuable than the preceding one, for the pur- 
pose of determining relative burdensomeness. 

(e) Proportions of Direct and Indirect Taxes. The 
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Ratsep 1n Minnesota, 1913-1923 


1919 1918 1917 1916 1915 1914 1913 
$67,482,334 | $61,551,418 | $51,728,012 | $49,635,220 | $45,298,536 | $43,546,740 | $38,162,528 
991,446 856,993 671,831 639,249 592,878 468,760 404,478 
283,532 312,894 344,413 346,678 292,191 286,499 467,769 
33,749 37,991 49,897 45,613 49,728 47,419 35,040 
7,532,181 | 6,237,571 | 6,144,023 | 5,436,573 | 5,004,791 | 5,775,513 | 4,325,508 
310,253 298,648 275,706 251,206 245,330 220,298 184,645 
74,196 62,237 58,193 51,820 51312 64,198 59,325 
30,728 31,808 29,478 24,279 4,511 12,745 9,741 
51,826 8,869 11,221 19,677 7,861 9,903 
683,608 873,123 | 2,594,488 672,814 | 1,142,539 650,757 
690,515 620,935 548,911 508,823 488,429 457,873 
26,495 23,800 21,028 19,116 41,300 37,800 
2,934 19,643 19,047 17,171 20,777 19,353 
38,969 34,116 30,824 29,566 29,367 28 O77 Seen 
206,620 | 1,024,241 85,163 75,803 148,048 43,781 
| (i Se eee ea ee 
, 2,900 3,100 4,950 5,950 6,100 
71,440 90,880 121,240 110,235 80,450 96,425 
$78,522,598 | $72,113,689 | $62,774,923 | $57,932,326 | $53,542,974 | $51,826,287 | $44,798,187 
RatsepD IN Iowa, 1913-1923! 
1919 1917 | 1916 1915 1914 1913 
$65,582,166 | $61,761,076 | $53,646,556 | $50,050,165 | $46,475,206 | $45,415,793 | $36,569,784 
575,341 | | 472,041 | | 400,990] 365,178 | 332,190 | 353,376 | —-281,756 
3,262,594 | 2,110,822 | 2,069,184] 1,726,189 | 1,324,345 | 1,025,778 711,229 
792,335 660,411 566,406 529,332 494,663 469,157 390,549 
17,353 17,947 11,336 11,892 11,995 14,020 8,636 
276,823 278,491 279,476 275,074 267,687 255,838 265,031 
187,381 184,598 197,022 193,047 198,943 198,488 203,729 
118,037 175,047 103,688 89,913 56,544 66,931 79,066 
$70,812,030 | $65,660,433 | $57,274,658 | $53,240,790 | $49,161,573 | $47,801,381 | $38,509,780 


differences between states in the relationship between 
direct and indirect taxes are much less extensive than as 
between the states as a whole and the Federal Govern- 
ment, or as between nations taken as a whole. The tax 
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Tasce 17: Totrat Taxes RaisepD 


Source 


General property Bee tverins Misia MORPH Ce se 
inheritance taxi. clesmmcm acids pails 
Building and loan associations.......... 
IISUrAN CES a cenee ceeack) de cedetanns wale ts 
Gigarettess Avia: teas vicki dee e 
Iivcorporationse merece ser nemeaaerrer 
Pnplicguitili tiestanmaen eer eee beta era 
Generallecorporations: anaes 
Excise taxes, including liquor........... 
PATACOMMOD ILC Gem ey te aati ice mai aera 


$224,130,758 |$220,012,522 |$205,386,503 |$147,374,910 
4. 


2:721,379 ‘ 2,369,612 912,736 
79,268 67,279 64,587 62,313 
3,228,430 | 3,168,193 | 2,556,325 | 2,139,388 
772,317 779,847 738,199 156,199 
1,751,195 832,259 | 1,816,340] 2,479,649 
6,188,944 | 7,317,040 | 6,365,621 | 5,596,586 
6,087,056 | 5,860,924 | 4,850,161 | 4,039,802 
23,091 2,183 73 244,413 
9,981,434 | 7,330,081 | 7,102,613}  5,044:511 


$254,963,872 |$248,392,274 |$231,250,034 |$168,050,507 


1For fiscal year ending November 15 up to and including 1914; June 30 thereafter. 


2Net. 


3Distribution. of proceeds of collateral inhetieance tax changed from 75% to the state and 25% to counties, 
to equal shares for both, according to an amendment to Section 5331 of the General Code of 1910, passed 
May 5,1913. The results for the fiscal year 1913 are here distributed on the old basis. 


TABLE 18: Tota, TAxEs 


Source 1923 1922 1920 

General property Boers ae Saye wee 944,469 |$114,641,524 |$111, nay ae $75,615,798 
cite OLElENe.as ot. - 59, °302 68,826 0,627 52°65 
Incorporation licenses} aomestic....1... 561,680 193.721 290 094 368,631 
Inicunances a. te are cian me 1,202, 78S 1,069,591 1,141,162 1,111,093 
(ransportanion. carrey ariace eee eee 25,862 37,141 39,974 27135 
Viesselistonniaiers nh eren santero cee: 1,078 1,058 ey 870 
PAticomobilesuen sacs els ren etn ake oo 3,905,997 2,983,068 2,403,703 2,024,685 
Gasolinicac rhe tet ic ees eee Somes 15309: 92.614 Acree Ele Uae a eee 
Coalstonn agentes fv acacmicnere tee ose teen ec | An We eco teas || mene Reon eo | (eae a 18,256 
Railroadsannuallicenses..cch ue. whence [FL era oe | arene eke. tI Name ete || ee 
aherttances(etoss) ast err etn ante 885,673 978,198? 978,198?) 660,111 
pUiwelvecciticss ier riesnca chet emen ents ees 3,732,033 3,435,640 2,826,839 3,376,695 
Gtal ta onde hae MES Peet ae $126,628,793 |$123,408,767 |$119,201,680 | $83,255,539 


1Figcal years ended Sept. 30. 


2Separate figures for baat years 1921 and 1922 not available; total for biennium has, therefore, been divided 


by two. 


revenues of state and local governments are mainly of a 
direct nature, but there are important variations as be- 
tween states, which variations serve to intensify the situa- 
tion found common to most states. In addition to the gen- 
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In Onto, 1913-1923: 

1919 1918 1917 1916 1915 1914 1913 
-$124,087,104 |$113,958,221 |$102,305,319 | $91,659,709 | $85,509,420 | $82,660,163 | $72,574,101 
734.444 575,098 "663,396 372,890 246,432 225,508 179,8608 
42,834 46,811 36,833 33,048 20,856 $4,993 | ce ees 
1,927,500 | 1,692:933 | 1,451,804] 1,373,539 907,922 | 1,454,0014| —_1,295,6604 
187,626 176,760 148,048 194-504! |e tare 115:390' yey rece 
524,986 697,216 828,724 511,835 568,986 297,625 324,107 
4,868,366 | 4,325,119 | 3,771,529 | 3,203,785 | 3,320,032 | 3,348,200] 3,092,746 
3,682,053 | 3,147,325 | 2,778,427 | 2,700,354 611,868 | 2,314,569 | 2,020,042 
5,178,668 | 6,938,420 | 6,767,012 | 6,646,838 | 2,848,752 | 6,350,092 | 8,931,423 
2,431,275 | 2,150,379 | 1,771,969 | 1,192,721 873,418 683,946 396,504 
$143,664,856 |$133,708,282 |$120,523,061 |$107,819,243 | $94,907,686 | $97,484,417 | $88,814,443 


‘Includes maintenance fees which cannot be segregated. 

5Gross earnings taxes on sleeping car and freight line compan’es, natural gas companies, electric light com- 
Panies, water works, water transportation companies, telephone companies, pipe line companies, artificial gas 
companies, electric railroads, steam railroads, union depot companies, telegraph companies, express compan- 
ies, messenger and signal companies, heating and cooling companies. 


Ratsep 1n Inp1ana, 1913-19231 


1919 1918 1917 1916 1915 1914 1913 
$68, 367, 209 | $63, 406 773 $57,862,932 | $55, 468, 796 $50, 828, 773 $50,245,736 | $45,645,346 
7,169 4,150 26,081 8,939 9,092 12,638 12,958 
1847740 132600 316,608 281 803 464,145 74,849 126,759 
840,973 694,467 587,108 525,130 488,381 437,174 447,094 
19,893 16,422 13,487 13,816 15,400 14,662 12,136 
1,385 942 1,561 1,192 1,364 910 850 
1,545,329 | 1,298,262 | 1,146,605 796,906 588,968 461,356 92,386 
ee eae eo 73 7000} 9,000} 11,000} ~— 11,000} += ‘11,000 
430,211 452,481 589,706 323,139 300,507 191-669 1h) See eee 
2,271,789 | 2,033,570 | 1,882,376 | 1,563,750} 1,506,539 | 1,351,459 | 1,257,549 
$73,688,698 | $68,061,687 | $62,433,464 | $59,002,471 | $54,214,169 | $52,801,453 | $47,606,078 


3Taxes levied by twelve cities which collect their own taxes and do not report to the state auditor. 


eral property tax! and other direct taxes, Wisconsin has an 
income tax law applying to both individuals and corpora- 
1It is not to be assumed here that no part of the general property tax is 


shifted, but that the greater part of it is most likely borne by the owner. See 
discussion on pp. 19 and 20. 
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Tapie 19: SratTe AND LocaL TAXES AND STATE INCOME 


CoMPARED, SEVEN StTaTEs, 1919 
(thousands) 


Srateineanie: State and local | Ratio of state and 


seats caendarvest |, _tazeqzaued, | Hoo taxes t 
1919 and 1920 (per cent) 
WHSCOtisinare etter iact ere $1,466,513 $90,140 6.147 
Wininesotase machine 1,386,514 91,391 6.591 
Towialssocccard: metus tee 1,697,401 80,050 4.716 
UUsriis fe feet ae 4,962,384 182,529 3.678 
Michigan greenies eater 2,581,907 pio 4.349 
Tnrdlia nace ste coven 1,702,776 78,472 4.608 
Ohio Wa weer oe ntact 3,967,713 155,858 3.928 


TaB_Le 20: STATE AND LocaL TAXES AND STATE WEALTH 
ComparRED, SEVEN States, 1922, 


State and local | Ratio of state and 


Stat State wealth, taxes raised, local taxes to 
ES 1922 average fiscal years wealth 
1922 and 1923 (per cent) 
Wiscorisinines cern rr ctr $7,866,081 $122,589 1.558 
IMininesotameeer ene eres 8,547,918 129,814 1.519 
Towariae ae eh 10,511,682 116,865 1.112 
Tiioie re ches coe 22,232,794 286,212 1.287 
Michigan. oc. .% od 11,404,861 187,613 1.645 
Indianageneer co aires 8,829,726 125,019 1.416 
Chisk soe ees 18,489,552 251,678 1.362 


tions, which is not found, however, in any of the states 
under investigation. To be sure, Illinois, Michigan and 
Ohio have special taxes on corporations, based on capital 
stock, but these are of such smaller proportions as to 
present no situation comparable with Wisconsin, as will 
be seen later in this chapter, and they partake of the 
nature of excise or indirect taxes. The Wisconsin income 
tax, being a tax on net profits, cannot ordinarily be 
shifted and therefore rests as a burden on individuals 
and industry in its widest sense, which is not capable of 
being thrown off. When it is further realized, as will 
later be pointed out, that the rates of the inheritance tax 
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are on the whole higher than in any of the adjoining states 
under investigation, it must be conceded that direct 
taxation plays a more important réle in Wisconsin than 
in the other six states, and to that extent taxation bears 
more heavily on industrial incomes in that state. 

It might perhaps be argued that the general property 
tax is less burdensome in Wisconsin than in the adjoining 
states, to that extent detracting from the added burden 
by virtue of the income tax which 1s peculiar to Wisconsin 
The figures of the Census Bureau, however, do not bear 
out this contention. Taking the assessed valuations of all 
property subject to the general property tax in the various 
states and the total levies thereon, and adjusting the re- 
sulting rate per $100 of valuation to the true valuation 
on the basis of data furnished by the United States Bureau 
of the Census, Table 21 shows that the rate of taxation per 
$100 of true value of property in both 1912 and in 1922 
was higher in the case of Wisconsin than in any of these 
states, with the exception of Michigan. The rate per dol- 
lar of true value is, of course, a far better index of the 
burdensomeness of the general property tax than per 
capita computations. In 1922, the rate on general ele 
erty in Wisconsin was 20.5% higher than in Illinois, 1.1% 


TABLE 21: COMPARATIVE RATES OF TAXATION ON GEN- 
ERAL PROPERTY, SEVEN STATES, 1912 anp 1922! 


Aver- ' Aver- | Aver- 
assed | Total levies | ae | Ratio | ite | Ate 
valuation of eenere: er ae 

State property, property |5109  of| sessed $100 of|$100 of 
1922 1922’ assess- value, true true 

(thousands) (thousands) panes 1922 ee ee 
1922 1922 1912 

Wisconsinu.ce---. - $5,106,126 $108,944 ($2.13 | 85.3 |$1.82 $1.12 
Llinoise Foods 4,000,497 250,380 Gp2l6s leo tele leo seOn65 
Iindianaee neice 5,225,700 117,138 D255 8OL2e | le sO) | ain 08 
Michigatrencrce rier: 5,929,615 168,797 Dh atloy Meotele) PA || PA eee IE Al 929) 
ett Le 1,766,003 105,842 | 5.99 | 12.7 | 0.76 | 0.47 
Minnesota........- 2,353,695 107,325 | 4.56 | 34.7 | 1.58 | 0.96 
QI COE ponte pied each 10,406,661 224,423 BMS | GOP MASP AL AWS 


1From figures published by the United States Bureau of the Census. 
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higher than in Indiana, 139.5% higher than in Iowa, 
15.2% higher than in Minnesota and 19.7% higher than in 
hio. 

Thus, it is found that not only is the property tax levied 
at a higher rate relative to the true value of property in 
Wisconsin than in the other states under review, but that 
in addition, Wisconsin has an income tax which falls pre- 
dominantly upon industry (other than agriculture) and 
upon city dwellers (see Chapter IV) and also that its 
inheritance tax is levied at higher rates than in other 
states included in the comparison (see Chapter V). As 
indicated above, Wisconsin has a heavier tax burden, in 
the aggregate, than industrial states with which it is com- 
pared and collects these levies by taxes which bear par- 
ticularly on industry. 


ComPARISONS BY LEADING MANUFACTURING AND 
AGRICULTURAL COUNTIES 


The preceding comparisons were for states as a whole, 
but in this section the purpose is to show how taxes com- 
pare by counties within the seven states under investiga- 
tion. In each state there were selected the three leading 
or most representative manufacturing counties and the 
three leading or most representative agricultural counties, 
upon the advice of and after consultation with the United 
States Department of Agriculture, United States Bureau 
of the Census, and the various state tax authorities. The 
county unit was taken as being, on the whole, the fairest 
and most practicable basis of comparison of taxation on 
manufacturing and agriculture within the state and as 
between states. It is, of course, recognized that in taking 
the county unit, agriculture influences the results in 
strictly manufacturing counties and vice versa, but this is 
a circumstance that cannot be avoided. By taking aver- 
ages for three counties in which the predominant industry 
is either agriculture or manufacture, it is believed that the 
comparisons are indicative and trustworthy. 

A particular difficulty arose in connection with the 
distribution among the counties of the taxes paid to state 
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authorities by public utility corporations. In Wisconsin, 
for example, taxes are assessed by the state tax commis- 
sion only on certain property, as railroads, express com- 
panies, sleeping car companies, etc., at the average rate 
of taxation applying to the entire state, and the proceeds 
are used for only state purposes. No distribution is made 
to the counties and no data are available as to how much 
of the taxes as assessed originate in the various counties 
or how much of the taxable property of such companies is 
located in any specific county. In Ohio, on the other 
hand, the state tax commission assesses the property of 
every railroad and public utility and certifies the assess- 
ments among the various counties, which property be- 
comes taxable in each tax district, in accordance with the 
actual location of the assessed property, at the rate 
applying to other property located therein. 

At first an attempt was made to eliminate from the 
county rolls the taxes on property of railroads and all 
public utilities in each state in order to make the results 
comparable, and then to distribute the taxes on railroads 
and public utilities in a like manner in the counties of each 
state. Further study disclosed, however, the impossibility 
of segregating in every case this kind of property. For 
example, gas and water company property can be elimi- 
nated in the case of Indiana and Ohio, although in the 
former case not completely, but in the other states this 
procedure is impossible of performance, as may be ob- 
served from Table 22. Even in cases where segregation 
is possible, the problem of distributing these taxes among 
the counties would still remain unsolved. 

Accordingly, in the case of Wisconsin and Michigan, 
where the tax on railroads and certain public utilities is 
assessed by the state on the basis of the average rate of 
taxation and is used for state purposes only, and in the 
case of Minnesota, where gross earnings rather than value 
of property are the basis of taxation for state purposes 
(which taxes are in lieu of local taxes), the distribution 
among counties was made on the basis of the ratio that the 
county’s equalized and true valuation of all property 
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bore to the state total, year by year—on the theory that 
were these corporations not taxed for state purposes, the 
deficiency would have had to be made up from the state 
mill taxes on all property. To the extent that the in- 
clusion (which is impossible) of railroad and public utility 
valuations in the county tax rolls would have altered the 
total county valuations, absolutely and in relation to each 
other, and to the extent that railroad and public utility 
property bears no necessarily close relation to the value 
of other property in any given county, this method of 
distribution is open to objection. It is believed, how- 
ever, that the percentage of error is not in any manner 
serious, in view of the relatively small percentage of total 
taxes raised from these sources. On the whole, it can be 
safely maintained that the method employed serves 
slightly to understate the tax burden of manufacturing 
counties in the states of Wisconsin, Minnesota and 
Michigan and slightly to exaggerate the burden on agri- 
cultural counties in these same states. 

In the case of Ohio, Michigan and Illinois, which levy 
a special annual franchise tax on corporations, based on 
capital stock, it was impossible to distribute the proceeds 
by counties without months and months of laborious work. 
The logical corollary was, therefore, to exclude from the 
data for the counties of Wisconsin the proceeds of the 
income tax levied on corporations, which tax would corre- 
spond to the corporation franchise tax in the three afore- 
mentioned states. The Tax Commission of Wisconsin 
publishes data referring only to /evies of individual and 
corporation income taxes but not as to actual collections. 
In view of the system of personal property offsets, which 
will be discussed in the next chapter, actual collections 
differ very widely from the levies. Hence, a special tabu- 
lation was prepared from the tax rolls in the hands of the 
local assessors of income, with the aid and cooperation 
of the staff of the State Tax Commission, and the corporate 
income tax collections were segregated from the proceeds 
of the income tax on individuals. 

Also, in the case of Ohio, an attempt was made to dis- 


54 TAX PROBLEM IN WISCONSIN 


tribute by counties the special state taxes on railroads and 
public utilities which are based on gross earnings. These 
taxes are not in lieu of the state and local government tax 
on the property of these corporations, but are in addition 
thereto. This situation, though clearly unique with re- 
spect to the group of states under review, must neverthe- 
less be taken cognizance of. The distribution was made 
on the basis of the ratio which the value of railroad and 
public utility property in each county bore to the total 
valuation of such property in the state as a whole. 

County comparisons cover only the last three fiscal 
years, namely, 1921, 1922 and 1923. To have undertaken 
the comparison for a larger number of years would have 
added problems of comparability and would have in- 
volved considerably more labor and expense than the 
results would perhaps justify. It is believed that the 
figures for three years, and especially the most recent 
three years, constitute a sufficiently satisfactory basis 
for the purposes of the present study. 

Taxes raised in the specified counties were computed 
per head of population, per family and per person 21 years 
of age and over. Figures of the gainfully employed are 
not available by counties and it was impossible from the 
published data to determine by counties the number of 
persons 16 years of age and over which would have served 
as a rough substitute for the former base. Accordingly, 
persons 21 years of age and over were taken as com- 
prising the voting population and embracing the vast 
bulk of the taxpayers of each county. The latter figures 
are not, however, so satisfactory as the number of persons 
gainfully employed 16 years of age and over, which com- 
prise practically all persons with independent, tax-paying 
capacity. Wealth and income data, by which tax burdens are 
best measured, are not procurable by counties and therefore 
the use of this basis of comparison was likewise impossible. 

Tables 23, 24, 25 and 26 immediately following show 
these comparisons in detail, and the conclusions from 
them are summarized on page 68. 
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TaBLe 24: Taxes RAISED IN SPECIFIED COUNTIES | 


State Public : Motor 
General AG Inherit- : 
State and County Property Tax sh yes, ance eee Som 
as Levied (1) portioned (?) Tax and Taxes Tax(*) 
Wisconsin 
A. Manufacturing 
Milwaukee................ $22,606,498 |$1,378,789 $605,461 $554,838 
IRACineS fons fer keen ome ars 3,028,038 222,481 44,578 100,630 
Kenoshaliecscn penn ees 2,335,648 133,935 9,646 $7,554 | 
Total andJAvefagessc:.ooel wGciaseciiiey Til etecuecrserem aul) Gerekereccveeier 0 || mestete arava 
B. Agricultural 
Danes seeemse eaten 3,730,831 368,322 261,436 172,720 
Dodsewt ten. easier car 1,514,252 199,415 10,910 88,143 
Barronassact oosttarcmess 1,039,470 87,058 15232 53,410 
Total and Average: jis scs|h) erence Ul ek nicks cote ||) Deets ree ell marl rere 
Total and Average, 
6 Countiess2. Hadi acxcnill aodceteses OP Gosecnaee ll) mecca, emerson 
Tblinots 
w» A. Manufacturing 
Cooke ena et ten ee 107292210240 |e 2,548,667 | 2,013,788 
Ser Cla ee ele 8 Oe. S7I7 1Gkiah tes ae a 44,242 114,819 
KManeicsanice sate sees 3445842." |" ee ee 30,939 130,819 
Dotaliand Average:iacn onli ccioce nl) Meee RI, GRO acetate eee 
B. Agricultural ’ 
McLean ae ee ae oe RMUONOS | coauacee 51,562 140,442 
a Salle Stas aa ee PRIEIPAD) Noe ase ek 34,667 142,977 
Champaignaeraere ee: PIO IPA ae ole rae yt ak 41,449 120,484 
Wotaliand Average ste sat.) soccer etree ar mee er all eee ree |e eres 
Total and Average, 
6 Counties. Naras S Smet kl Lerner aren | ences oe Ve Steere |e ee eee 
Indiana 
A. Manufacturing 
Nabion ete niece ee 6278 308M |e ees 135,324 230,146() 
Walvernt a watever trate on ee 820387520) ere 33,635 80,914(9) 
Ses Jostphanainen cca sere APG OCS Te eee 23,488 84,954(9) 
WotalvandAveragesce sy sntill ect cern etcae | ae thcacee, tee een estore eee ll eee 
B. Agricultural 
Boone: sean Sereno ere IO74 314 oh eee ee 6,494 22,491 (9) 
Bentonss mens ceet teem a S2.6:94 3a |e en ee 10,912 18 ,262(9) 
Rushes peer ee Ge! L035 Cees ue 4312 20,939(2) 
Votaland :Avetage tats a-t iiss ocean | Me ace alee eee eee 
Total and Average, 
6 Counties: arardirllt Gakic eget eae mee Cts Ana | eae Sree |e eee 
Michigan 
A. Manufacturing 
Waynes cistern. ae meme 52,277,432 | 2,781,824 778,098 | 1,971,616 
Rents cee oe ale oe 6,473,395 | 330,376 55,626 321,315 
Genesee: ion.., mami cine D2 78278 233,901 19,448 209,006 
Totaliand Averagen ccc lt mecca ieee ® Io eek ictoere naan a | ere 
B. Agricultural 
Wenawcelnarcar cain center 851,851 97,864 7,637 108,571 
Puscolananeeee etna 1,900,901 43,726 1773 69,000 
D alislacuns tee reo 1,019,999 48,585 3,697 58,940 
Lotal and Averages doa. cP> cuss aml Asta Wabiaetine Soe. Fae eee 
Total and Average, 
GCountics wonscesaneay wee eee 


*Footnotes for this Table on p. 68. 
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OF SEVEN States, Fiscat YEAR Enpinc 1n 1921* 


Per Person 


ol) 


Cigar- Mortgage Mi 
ette Registration ee Total PerCapiar| © ye Per 
Hy lane =) f A Famil 
dex ee mah and Over re 
ariné ge ait Se sracrne $1,813,924 $26,959,510 $48.98 $79.23 $214.12 
22 Gr ntti logs Sees 289,692 3,685,419 45.40 72.83 205.96 
ad eens 134.761 27671544 50.24 84.30 246.45 
oot eee Dee ee $33,316,473 $48.66 $78.84 $215.44 
Metter are |e velsteasie eters 158,777 4,692,086 51.75 83.79 217.45 
SS eek teen anc peers 58,958 1,871,678 37.45 61.90 156.95 
oto. || Raingear 17,134 1,198,304 34.42 65.34 156.56 
SEP Te tsy asus terre sisie ste Pll | teiaseservtene $7,762,068 $44.24 $74.23 $188.60 
BREN Ter mete |Mnwassarite sc 8 veialeiwners, 4 $41,078,541 $47.75 $77.92 $209.80 
sodpoes, J) fe Seogmode al aeoeeesre 112,484,479 36.06 57.45 156.24 
See ee eea eat, | ose tutte 3,881,225 28.08 46.43 115.87 
> secac0 ey mee eee rien ft NRE tiee 3,607,600 33597) 56.21 152.04 
ee | a ticadsae | Biswncene $119,973,304 $35.72 $56.97 $154.37 
ss60cce A Iibgeeea eal Peo e 3,101,169 44.10 71.30 173.46 
Pees el nstciiswsrsieo. Il) rtersisrer si 3,164,864 33.95 58.09 144.24 
sorposge Ge Seater oes! ls cancemice 2,409,754 41.92 70.30 167.90 
Re Pet eters reais | caterers $8,675,787 $39.25 $65.60 $160.16 
Pa reicrectefersus, |i) Sossieieeis' ave $128,649,091 $35.94 $57.48 $154.75 
So gokte: all WSeRencocs JP sopecgoss 16,643,778 46.65 70.31 181.12 
=0'c omnel ale Rcet cecal Meecomeeerses 8,153,069 48.56 84.13 226.10 
aCe Gy, WR Lebeseke Oe Remcrrercerar 4,225,425 40.14 68.30 WISER. 
Perec, |) Uncteccreveverecs: |) ratanakeraicim%s $29,022,272 $46.07 $73.38 $190.97 
sogsosee qi) SbBRemesp ill copeencp 1,103,799 47.05 Us Wk 172.60 
6 aéGaige ||) SOR oCBOCnmn aD Scere 856,122 70.43 120.89 282.46 
ansee cee “lh Noeeroiacce sotto starr 1,061,233 55.19 87.90 201.26 
nomi ech tp tee, aeeroe tent Ll ronacicancr: $3,021,154 $55.08 $89.28 $205.53 
noaanond Mile Becacr cca Gamera cerry $32,043,426 $46.80 $74.63 $192.25 
5 OURO $554,224 Ee bictns 58,363,194 46.91 74.12 213.79 
BP ase sic 75,893 By ctafesolcrets 7,256,605 eh 2 63.21 159.09 
Seacuas 30,849 Rcirer navel 4,220,482 31.98 Sle29) 142.05 
Jocewae UN aercige comes | imrecrcrectanes $69,840,281 $44.72 $70.94 $200.51 
Ameo ae 10,700 memento 1,076,623 2255 36.10 80.93 
Si OORR 6,570 Rate copie 2,021,970 60.98 107.90 246.61 
sucfeteere< 7,492 Bee 1,138,713 36.78 67.13 150.60 
= ba acel all Moco Sena Makerere $4,237,306 $37.88 $64.67 $145.80 
5 eg OTE eNO eer $74,077,587 $44.26 $70.54 $196.29 
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TABLE 24: ‘TAXES RAISED IN SPECIFIED COUNTIES OF 


General 
Property Tax 


State and County 
ws as Levied (1) 


Towa ; 
A. Manufacturing 
POMER Aino ici ctr acgeer shevahotss $7,506,130 
(intel hawt arcs eae toes ae 2,857,239 
Dubuquéssesems saa aesian 1,835,619 
TotalandsAverages.-so) peeeeae es 
B. Agricultural | 
Pottawattamie............ 2,166,819 
Sita curd arto paler teat Seca 971,762 
Kossuth. ssn iesseate se om « 1,126,079 
MotalkandlAveragesanc: 3. |e eael-re sees 
Total and Average, 
Gi Counties siecle sat etdeetate rata ate 
Minnesota ; 
A. Manufacturing 
FIennepin’s ers oe si sndeitwee 17,779,293 
Ramsey aera neve waar ae 11,528,921 
SeMLouits nein aera ee 24,615,336 
Total and Averageses. «scce|| wieiss ao cletele 
B. Agricultural 
Poll sinc evaven eidie's ence elere 1,361,523 
Hreebotnin. sudo > uosoneon 1,004,504 
Blues Hartheeeierc schists os 1,194,848 
‘otal and: Average. ..aane|l) <crmaesece 
Total and Average, 
6 Counties wastsioe pits coal as atstestaeelare 
Ohio 
A. Manufacturing 
Cuyahoga ereesccieierre oe 48,480,173 
lamitltoty.cateccats cteverstea eres 17,534,955 
SUMMICH sa moemete eet es 10,281,570 
MotaltandwAvetagerncactee mace entce 
B. Agricultural 
Darke xaetissiske sae iste ties 1,238,549 
Wiood ieee sinccn ier: 1,614,161 
Montgomery eee eee 7,320,336 
Motaliand Averagetane.a. li) imate 


Total and Average, 
6 Counties) eet yacet 


*Footnotes for this Table on p. 68. 


State Motor 
Laalipe Inherit- Moses Poll 
tilit ance icenses 
Taxed Ap: Tax and Tax(®) 
portioned (2) Taxes 
cic varmeo $39 ,049(8)| $425,152 | $17,826 
spel Siete 31,662(6) 213,740 9,925 
eas Ree 17,851(5) 119,698 7,002 
seater aves ithe 20,173(8) 180,057 5,435 
a roxejursts sie 6,215(8) 99,099 2,803 
Braue arerenere 4,561(6) 88,500 3,106 
1,362,344 277,355 1,113,472 
746,302 267,212 $33,387 eats 
1,751,166 174,426 350,274 Ba 
130,260 ZASS 78,770 
113,610 6,712 77,608 . 
141,033 3,554 96,594 
836,869 (10) 493,234 1,112,199 
399,621 (10) 590,981 489,467 Alege 
180,376(1°) 44,376 305,127 Slated 
45 ,680(10) 8,325 69,583 eheie 
106,376 (20) 25,074 71,606 siete 
142,902(10) 78,902 273,648 : 


o; 0) 0.0/5-6 Ue) i) wetelsleieevala, | IM eleia le: eleieie 
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SEVEN States, Fiscan Year Enpinc 1n 1921*—Continued 


. 


Per 


Cigar- Mortgage P n Per 
bed Seon te Oh Total Per Capita 2 1 Years Family 
ax oO 
and Over 
ehevevacsta's OT We ahe se ee $6,180 $7,994,337 $50.43 $78.89 $204.53 
mo patise (Olas reek 4,269 3,116,835 41.35 64.94 160.21 
ores COME etcictisrs 2,170 1,982,340 33.98 55.39 148.20 
obaaboga: lp felleseea | Blane Oe ckes $13,093,512 $44.80 $70.73 $182.06 
Jaceous (3) ee eer caer 2,694 2,375,178 38.22 63.71 157.64 
islets: afar (OO) ie Greats 2,421 1,082,300 40.71 78.38 189.48 
Si0 ONES OMS SGertectict 2,570 1,224,816 48.22 91.05 223.63 
ccéebticnd NP USSIARey Dinem lal Meoeiauiniee $4,682,294 $41.03 $72.54 $178.33 
eels me tees sretscrarston | Gin ciareersis $17,775,806 $43.74 $71.20 $181.06 
MiSreic/ ss» $63,446 aay artes seis 20,595,910 48.59 74.15 200.05 
4 eGoDG 24,482 Beitectatels 13,100,304 Sao 82.68 226.06 
aieFa Vals cel 18,402 eva cticilete 26,909,604 127.64 223575) 621.60 
asescecin AN Siapeteo. a lec Ares $60,605,818 $68.84 $108.91 $296.81 
o8cdcels 7,024 Age Biacellens 1,579,730 42.46 76.65 197.94 
aNer si peetes 6,785 Seale Sood 1,209,219 48.49 85.27 220.34 
coed gar 6,426 Biieieiaets' 1,442,455 45.51 S22 192.38 
acedasog Al lece@accos Wnermoncs $4,231,404 $45.09 $78.67 $201.81 
aceandpge, HU Uneaes oad le iacamerte $64,837,222 $66.55 $106.24 $287.96 
PAG SOOM Nees fe asl i|| Pcl o sieve ae 51,084,325 52.39 84.48 225.69 
Dee a Dy MN Te ate e:cist | yh sje eaten si 19,017,556 38.26 56.97 145.15 
FERS alr Shpeesar cea wapooenon 10,890,474 35.78 55.76 164.14 
ASaGdSS.EOU plone oor Meme menS oo $80,992,355 $45.59 $71.43 $191.15 
LD OS Steel MMerets rst otaioh all lair sls)6 v.sisie/= 1,391,225 32.42 55.42 126.15 
FEO 9 2 ae elev ialanme | ae etal’) oxe\olors 1,870,109 41.80 69.96 161.26 
AD Sma antec serrate || ue esisvetetet ont 7,820,042 36.50 56.01 148.97 
5 a 
Re PIe Wee isisphsrehs s | Cele joie aieicre $11,081,376 $36.71 $57.88 $147.52 
SPT att hem suekessreo) <ca7 If) Pateser selene) ars $92,073,731 $44.30 $69.48 $184.58 
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TaBLe 25: Taxes RAISED IN SPECIFIED COUNTIES 
e ic . Motor 
General Barth Inherit- Vehicle Poll 
State and County Property Tax } Taxes A p- pAgee Licenses Tax(8) 
as Levied (") | portioned (?) a and Taxes 
WV, aes ? ; 
. Manufacturin 
Milwaukee : MODS PaO MOGa aS $23,250,499 |$1,590,198 $953,063 $678,441 
Racines ace ee cree neuer 2,719,157 246,392 15,256 112,199 
Mensa i ket 230997183 155,616 6,084 63,694 
Total and Average sca cc. oatecte cece all peace Siee: stars nb unevalaterecctevon nal MChetieneuarats 
B. Agriculture 
Daneeencc care eee oe 3,803,636 397,955 283,359 195,051 
Dodse. ter Ste 1,559,599 213,972 21,800 947110 
Barron torte nena 1,060,143 94,828 3,249 54,494 
ARAL Nelaliae.onmameni—e ue Aoocta | eeoocees I) cocoatos ji, aoonsacs 
Total and Average, 
6 Countiescie oc seen) cake roma Ol) cdcie vaetaoe tte Sra se tuemeer [nue ctoreracette 
Illinois 
A. Manufacturing 
OOK Re ek ert ee 147, 590:25 405) ete aster. 2,516,188 2,335,925 
Se, Claire ers yee TESTGCLS cal beans 8.847 133,192 
Kane.. 3484000) i eneasere 74,799 151,752 
‘Total-and Avyetapes sans aest, aitcemaisieeea (|) Me otee cise ih ect trac etaal ft eimererset eet 
B. Agriculture 
Mclean faectacs fearon neat 2938 997 Bilis erstaees 67,521 162,914 
eal Sallereeeme asics ere 5128189 ter | mercer: 49 568 165,852 
Champaign eter eee PERE VIHIRY Ned oaetic 63,466 139,765 
Fotal and Avetagesre cast) yecccs cao Mecoeraeiee oy il icereitratten cane fy Meneteremrncaes 
Total and Average, 
6 Coun tiestiy. Sir scveih Crantark ton atorete lly eetarncvenevaelt| | werstevesccae ame MEME erecta 
Indiana . 
A. Manufacturing 
Marionarnonc tre. cadens 15, S739 2a eee oct 292,130 487,2760)|) ene ‘ 
Wakesectewyas carson ween ann T9384 2546 | re eee 16,206 159,969(9)| .... 
Sty Joseph penne reer 4 656085 ante cee naire 112353) 160,566(%)| .... 
WotaltandiAverage! sacce.|, menarmoe cml Memratc eau [ak Bisco eee aan IMEreTe Sees 1 
B. Agriculture 
HORE Lio Age ae 1148-4265 cee 2711 26,495 (2) 
Benton 5. Sar earn 8 $20/362 Mi et wos 7-897 227212() 
USO Ginter emi caee OOO 5432S rae artes 5,273 31,874(9) 
Totalvand Average. sisal!’ os dares aerekce ae tense oe ancien | eee ete eee 
Total and Average, 
6 Colinties tts yell een tee Sos Ieee ce | eee | lee 
Michigan 
A. Manufacturing 
CMs hietrne ateteeenioitee Beate 61,940,720 | 3,536,701 678,571 2,375,769 
Kencieee enn s ae 7,030,200 432,871 102.981 417,554 
Geisseat ere A eres 5°985,517 284,532 15.941 250,914 
‘Total and Average->— \)|(\4Uietascee o SERN |) Sea tee | eee 
B. Agriculture 
Lenaweewerenn come ieee 945 ,227 70,266 29,339 123,358 
AU MisCola =e cine ot.\te choir 1,884,178 126,652 4,545 77,829 
Sanilac Se eemeets ee 1,087,938 64,193 1671 69,407 


Total and Average....... 


Total and Average, 


GiGounties. neces 


*Footnotes for this Table on p. 68. 


STATE AND LOCAL BURDENS 


61 
OF SEVEN SraTes, FiscaL Year Enpinc 1n 1922* 
Cigar- Mortgage Miecel Per Person 
i i i - . Pe 
ee Reseretion lageoud'@) Total Per Capita ao Family 
ee and Over 
Rem Hert N fieluis  8ie $2,847,553 $29,319,754 $52.23 $84.16 $227.06 
5 sit 35 3 Semel aterm 386,457 3,479,461 41.72 66.76 189.21 
ocd. cro (le Aomicrets 170,692 2,495,269 45.31 75.89 222537 
MeteeNelece tsi]! © Fe asc cksicrsy A] |. sie sieiafe%s $35,294,484 $50.43 $81.44 $222.35 
ig Cohort] iSEeeerierete 238,937 4,918,938 53.52 86.35 223.65 
33g Ge Rep Se onerenete 56,680 1,946,161 38.75 63.84 161.48 
PEP rere) {| ln at's sinisvars 14,446 1,227,160 34.72 65.53 157.07 
eae |ismsiiecn |! tea dene $8,092,259 $45.60 $76.21 $193.32 
Rtserateret bf Gestecss se | wees an $43,386,743 49.46 80.41 216.29 
2098000  R, GOOUPRICAm Hint ata ise 152,442,367 47.84 76.03 206.34 
RNC |b deeemeec | wecmemars 4,456,398 31.84 5252 130.60 
Ere Sececwcee tiene ee oi 3,710,551 36.71 57.18 154.52 
RTM ac cise ceersisy dil veva-sayeres sie $160,609,316 $46.86 $74.54 $201.53 
Reerreee me ciyacstecioce., jf) sli ainaiaiay 3,169,427 44.93 72.43 175.84 
so. ug cate ll gis ACCC Henne aan 3,344,241 SOR 61.03 151221 
ERMC Oe ti) i aiisisicise. © eine aveiciens 2,535,804 43.71 73.15 174.40 
MRRP em Hes cdi ate ciah fo oe suatdietere:d $9,049,472 $40.75 $67.93 $165.50 
eee ell Garvctciss i, sist suces $169,658,788 $46.49 $74.15 $199.22 
os Cb ROTO (ee CO ad |e ee 16,297,330 44.60 67.14 72215) 
Been rere val iets is carson ite Jas-en te euece 8,114,600 46.15 80.10 214.02 
Deere & ahelel Sesaravess © Wares aiclaaie 4,828 ,004 45.03 76.61 197.19 
sae bo GOR ME BOGE COCR I aera tea $29 239,934 $45.09 $71.83 $186.55 
Oe lt aretuatiecie: || Seateie eos ME ELSPA 50.43 80.16 184.19 
elec 50 Seta Papert rere. or 870,471 71.90 123°21 287.19 
| sa déc5-0 || Sapna mn beeteeeesc 1,037,579 33,99 85.74 195.81 
Pech ite cteiesysrel Wl Sa down te $3,085,582 $56.44 $91.14 $209.58 
BaD oCeOO | aeons $32,325,516 $45.97 $73.32 $188.53 
Se eae $1,093,111 Salsferajero's 69,624,872 53.12 83.81 241.97 
Rod ahi ee 93,273 Ree Srey siege 8,076,879 42.97 69.36 174.34 
Br acjewis 118,597 mie Peaiscels 6,655,501 438.14 77.26 214.39 
Tee Beers craters. ||) “cis epeielonsres $84,357,252 $51.53 $81.63 $231.04 
Sreietisie'si-s 16,574 a Mes telat 1,184,764 24.82 39.82 88.96 
<j CES 9,796 aoiitiadeto 2,103,000 63.74 112.98 258.07 
Mesh sechave 7,367 HOPI GOT 1,230,576 40.11 73.10 163.53 
ee ee ae. $4,518,340 $40.55 $69.30 $155.85 
pate aheote $88,875,592 $50.83 $80.90 $225.51 


62 
TABLE 25: 


TAX PROBLEM IN WISCONSIN 


TAXES RAISED IN SPECIFIED COUNTIES OF 


State and County 


General 
Property Tax 
as Levied (1) 


Towa : 
A. Manufacturing 


B. Agriculture ‘ 
Pottawattamie............ 
SOUR eee eae wees ee eee 


Total and Average......... 


Total and Average, 
6; Counties) .cm sci. oe 


Minnesota 
A. Manufacturing 
Hennepinat cncnnie eece ee 
RAMSEyae brteh estate arte oar 
Ste Ouisin.trwcarncer cee 


Total and Average....... 


B. Agricultural 
Pol 


Total and Average....... 


Total and Average, 
6 Counties aachiae areas 


Ohio 
A. Manufacturing 
Cayahogateewt ac csiercce os 


Total and Average....... 


B. Agricultural 
Darke air iccm sceaistevonteioer 
Wood oF aitecatenauieeins 


Total and Average, 
GiCounticse.t.. wales 


$8,553,133 
2,985,233 
1,926,908 


2,403,461 
988,208 
1,211,373 


18,426,594 
10,743,064 
22,184,838 


weer e enews 


1,363,971 
1,019,990 
1,263,346 


51,606,410 
19,252,673 
9,555,080 


1,368,795 
1,690,350 
8,684,751 


*Footnotes for this Table on p. 68. 


State Motor 
Laas Inherit- ee Poll 
tilit ance icenses 
pena Ls Tax and Tax(8) 
portioned (?) Taxes 
Hee ssy conte $39,049(5)| $483,217 | $17,596 
Brees Sissel 31,662(6) 235,921 10,605 
ciate, te roieya 17,851(6) 135,014 7,023 
eek erat ews 20,173(6) 193,492 5,358 
Rare etaiets 6,215 (8) 95,163 3,049 
abate bya wens 4,561 (8) 86,840 3,060 
$1,175,819 225,666 1,297,754(7) 
641,657 256,357 621,718(7) 6 
1,485,898 170,636 408 ,370(7) A 
109,148 1,076 91,622(7) 
95,918 904 90,313(7) 
119,070 5,456 112,564(”) 
1,024,012 (1) 827,125 1,267,652 
469,578 (10) $28,681 592,968 
208,997 (10) 59,810 328,503 
$1,578(10) 8,936 74,593 
120,226(20) 8,580 78,792 
160,953(10) 94,756 320,582 


tee wens 


DICE Se ACEL] 


eee eer ee 
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SEVEN States, FiscaL YEAR Enpinc 1n 1922*—Continued 


12] 
Cigar- Mortgage Miscel- f Bete Per 
aoe pees ration laneous (8) Total Per Capita | 2 hers Family 
and Over 
» SUR IEIONW Gaconeee $10,228 $9,142,696 $56.09 $87.55 $226.78 
MSPS OS(S)IP fas were 4,314 3,286,290 42.87 67.07 165.23 
NESE 25(5)| Jacek ce 2,504 2,103,423 36.00 58.53 156.01 
Meera sce |) veveslecuerare $14,532,409 $48.74 $76.74 $197.22 
OSE E CO) ee ee 2,676 2,640,347 42.09 69.86 172.47 
(7a) ie Se 2,493 1,099,076 41.15 78.87 190.12 
G2O5 (8) Brae cal wrest 2,411 1,314,450 $1.10 95.99 235.99 
Meee Wie cnciscee ys | ss saccee $5,053,873 $43.89 $77.25 $189.57 
REMI |) tans iitors? case fll & oye wcsvece-aps $19,586,282 $47.39 $76.87 $195.19 
eee $88,694 Sestorsageiess 21,214,527 49.08 74.77 200.04 
Mite esas 42,414 Meno Savers 12,305,210 49.86 76.76 207.44 
Bee cishas 35,569 EOS 24,285,311 112.81 198.83 544.64 
Reeser) ateyenesisys ee |) | wtevare-cyavevs $57,805,048 $64.63 $102.10 $275.31 
a ralhe vais! abe 6,575 Be hvaaa Sey 42.14 75.42 193.93 
5 One 6,684 besitelate, che 1,213,809 48.19 84.44 DATS 
SABE 4,975 te eras 1,505,411 47.17 78:30 198.58 
Rem Saeciieecree ll) aeacee wisi $4,291,612 $45.21 $78.82 $201.79 
ocd he Be bec ac ne ie eee $62,096,660 $62.80 $100.05 $268.55 
RECA! 0 ae eee lh eee 54,884,306 54.53 87.64 234.37 
Dee TAPAY)-” Vrs, saree eetae ll em ARO tore 20,846,670 41.65 Old 156.72 
GOBSE USS A catia, sal [ere praicr: 10,232,903 31.71 49.38 145.76 
RPE EID e Sterciste cresat ||) 4 details e/8ip) exe $85,963,879 $46.98 $73.41 $196.53 
DORUAO ee ern a es Pf |N te eine ses 1,533,042 $5.5 /153 60.96 138.57 
AS EOIU ll) So ete 2 | Sacre OG 1,945,898 43.63 72.75 167.68 
SOOM cietereiece® | (0) {eine sles 9 264,936 42.31 64.89 172.23 
ocinkyet na Ieee ori $12,743,876 $41.58 $65.46 $166.67 
ON MM eeiaicside ch ii A celersisreje.eie $98,707,755 $46.21 $72.28 $192.09 
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TaBLe 26: TAXES RAISED IN SPECIFIED COUNTIES 


State Public Motor 


General sa Inherit- rigs 
State and County Property Tax roe ance ves Poll 
as Levied(*) portioned (?) Tax and Taxes Tax(*) 
Wisconsin 
A. Manufacturing 
MilwaukeeSo. es -cteceser $23,248,918 |$1,561,146 $1,340,544 $845 282 
Racinétc as eecraaearewects 3,016,827 254,898 53,024 137,187 
Kenoshiaiacidw mane seus iene 2,176,326 160,431 9,101 81,820 
Dotaliand Averages. sacral mor custevs fevel oun tie tot aracctonper oma Reetckefeenee en || Miesrerco atten 
B. Agricultural 
Danes ethene aoe 4,075,705 402,298 148,110 221,242 
Dodgev wun concer ase ee 1,696,534 215,808 18,241 106,464 
Barronasecme atc ney aioe 9S 952 96,910 6,795 60,582 
otal and:Avetages:.cccol sttace ssa l Medcoseats (jl ca cctie | ln liane. 
Total and Average, 
6 Counties sat Sle saceck | Smesectentasten. Pl eawiesice | fy Meseietoee Senne || a iete etna 
Illinois 
A. Manufacturing ‘ 
Gooles. Genes Shei aortas P5231 56:58Sen| eens 4,098,177 3,309,750(4) 
Ses Claire nse sates SS 322547 mal mer Teter ae 22,373 209,370(4) 
Kanesac ain ke neeaoe tes REO Re 1 RL e he 49,737 199,250(4) 
‘Totaliand ‘Average.jist) o<| 4 sscterueees ll alerts ltteer eee 
B. Agricultural 
McLeatinamncecstect mene DES62 S59 aero 48,847 158,710(4) 
[LA BAUS siccsogoddnonone cot 35124162. Oe eee cee 72,445 174,630(4) 
Champaigmececea-aeeerr 223) 384 ema Mme cere 22,677 137,310(4) 
Total'and Averages: act teases eee a aceaweee i eee ce sean a eee 
Total and Average, 
61 Coun tesy. oe kas. bie 4 eee eee | ee cree | ener eenal) Eee ere ne 
Indiana 
A. Manufacturing 
Marton sccmamities ei voce 16:049 724 |) ee eee 144,515 433,238 (9) 
Lakewen eee ee ee S2209°833)5 | een ee 68,467 142,240(9) 
Sts losepin We, aaa ses pone cil Ot eile 17,758 142,730(2) 
Totalvand Average ssc ta| | css ook Han crores ace NERA chores | ae eee seins | 
B. Agricultural 
BOONEZ ca Siete Rieraes mieten 10485393) seas seca 6,051 23,520(9) 
Bentonenseran cir cone 769 16Gues | eee 2,964 19,758(9) 
Rushingenctemrac aaceters rs SOLES Oe mec 6,729 28,338(9) 
‘Potal‘and-Averages secccreric |) .tcteere ore elt Me erin eect I ts eter a | eee eee pe 
Total and Average, 
G. Counties oc ect te Setla, cot tate ciara [ar eaters | Ree ee ea | eee 
Michigan 
A. Manufacturing 
Wayne Secs Gao bod 63,986,531 | 3,404,093 288,208 3,191,245 
en tie sc treie.s weciec union 7,177,444 421,835 34,246 525,008 
Geneste tre ue ene 5°510,863 271,420 17,606 358,960 
Potaliand' Average co ccet | we aie etoile |e oetec eee Ones ee een ie epee 
B. Agricultural 
enaw een emt ne staers tcl: 5S) PAS) 63,863 790 139,711 
Tuscolace accueil ake 1,916,045 121,005 12,953 85,124 
Sanilace. meee ats Selene 992,825 59,662 9,253 74,906 
Total and Average csc sta | wt cecde eee ced F | Melcher aie | eee oe 
Total and Average, 3FF 
G. Counties yanwa.dcauth ale ee arenes 


*Footnotes for this Table on p. 68. 
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OF SEVEN SraTes, Fiscal YEAR EnpING 1Nn 1923* 


Cigar- Mortgage p Per Person P 

ee eee eration aay Total Per Capita sete Faiily 
i and Over 

oS Ol ae eee $2,843,133 $29,839,023 $52.14 $83.71 $225.47 
oro 7.08.0 eee eee 310,041 3,771,977 44.06 70.33 199.74 
23 3. ered (et See 112,022 2,539,700 44.59 74.56 218.90 
ret ogc comer iehaars o acvere se $39,150,700 $50.57 $81.39 $222.02 
eM NC ets LL watsteececats 210,068 5,057,423 54.30 87.29 225.68 
> ot66oe D1 eee 49,019 2,086,066 41.34 67.88 171.28 
Petree ret |, a5) ounce Wold 1,165,756 32.49 60.98 146.23 
PM rescence Wc chaxcctere & $8,309,245 $46.30 $77.09 $195.23 
anode Sool « Pig sthareekrs aan (laaneneeen aes $44,459,945 $49.71 $80.55 $216.47 
co Gobet ate Eee A (RE ane ae 159,564,515 49.05 77.76 210.60 
> chive cote 1 MM eee le 4,764,290 33.63 $5.33 13711 
4 2iteg ce | eS ee eee eee 3,843,546 SHES} $8.58 158.17 
META MN Vir cisieeices, l) aukesem ec $168,172,351 $48.09 $76.31 $205.92 
oe toe |) OSS Seen eee eee 3,070,116 43.39 69.74 168.97 
RM A ieytencla cic. Ui) aueraee aves SSO, 35.94 OVA, 151.24 
ernie cle @ Wl acer cca was 2,533,834 43.28 72.28 172.04 
Pe) fk eexeee we asedeece $8,975,187 $40.23 $66.88 $162.63 
RPM Tyee MR areas oiein ol jl Vosaraileseidiaves $177,147,538 $47.62 $75.77 $203.18 
ce Bene we ie cen ee eee 16,627,477 44.44 66.85 171.79 
3 OS, nt a ee | 8,420,540 45.82 79.67 211.71 
cases. Ni Meh ciceet | mate 5,450,472 49.93 84.93 218.48 
Prater omni) hitecciaxs ofece $30,498,489 $45.72 $72.86 $188.84 
ern ty eee carters i) fossa ate at 1,077,964 46.39 73.36 168.67 
5 OF Seo lak aeenricie een Wena 791,888 65.68 112.36 261.26 
Peete Mi races aytesera” yh pote. sea veie ic 996,547 51.88 82.15 187.14 
Hanh Oneal fe Aree $2,866,399 $52.59 $84.62 $194.37 
Mere ere UN cians ener $33,364,888 $46.24 $73.74 $189.30 
4 SAEs $1,350,410 See 72,220,487 52.44 82.62 238.75 
ecstatet « 125,924 Be. 2 Shyer 8,284,454 43.51 70.14 176.10 
Sr eee 39,516 WO ae cING 6,198,365 42.88 68.92 191.44 
np dais Gar Re Ge CCEA (Rt ae een $86,703,306 $50.64 $80.12 $227.02 
Be re foteeak 20,485 Zs PS A 1,178,068 24.68 39.68 88.36 
sie elis\s: sie 6,245 Se Adie sate 2,141,372 65.23 115.82 264.40 
aise shee 35923) Oates: 1,142,569 37.58 68.40 52057) 
Rad Ie keter sasieaa's - $4,462,009 $40.21 $68.77 $154.28 


BRR Bok soauit $91,165,315 $50.00 379.48 | $221.90 


— 
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TaBLE 26: TAXES RAISED IN SPECIFIED COUNTIES OF 


Inherit- 
ance 
Tax 


Motor 
Vehicle 
Licenses 
and 
Taxes 


Poll 
Tax(8) 


State 
General Public 
State and County Property Tax Utility 
as Levied (1) Taxes Ap- 
portioned (?) 
Lowa f 
A. Manufacturing 
Polk We Lie taste erence eaten $35 312-91 wera stoners 
Weanneh ee eee bacvereaxchelerne Set OGL Sale eae ere 
Dubuquesnn. cee «aces 1979-390" | ieee ince 
MotalandsAverage: coerce wtemreccuera stone Na mtetiarelatec «fe 
B. Agricultural _ 
Pottawattamie.. csc. DS TACOL Ta Weert cles 
Siouy Senses th enale eter TOSO2512 arlene 
KK OSSUtH cece n a oteverctent tees DPA  aepeeaoe 
Totaland Avetagencss.ce\) aicseeserstsc) || evemssen 
Total and Average, 
G Counties: so aaceucennl ese aicecerl hl cercieehene 
Minnesota 
A. Manufacturing 
Lennie pine ner orerecre- sere nts 19,290,640 |$1,294,035 
Ramseyiegetone ste = an taler> 9,701,457 673,409 
Sti Lows ce retromerccmreoreie 22,901,951 1,584,341 
A otaliand Averages), callie) sicw-stuciere cat [tite = atcis eros 
B. Agricultural 
Polkese ew rinsc@eak shane oe P23 15122: 103,863 
Rrechorneeceeiecneieor 1,000,882 94,499 
BluesHarthigcwne aciee secre oe 1,225,583 128,552 
Votal-and -Averag@avcsi cel crise seem litaariecioei ee 
Total and Average, 
G6: Countiestsue st watee | meg teasers scm il. meee 
Ohio 
A. Manufacturing 
Cuyahoga aan. yale street 49,182,566 882,246(10) 
Hamilton eRsttiatateatarnie atoeetennrs 19,730,683 393,908 (10) 
Summits cmnuauetcer: etn 10,439,099 180,940(0) 
Wotaland"Averare sees lace eters lh wenn 
B. Agricultural 
Darkesteeancetscie ek siacteer 1,518,321 42,283 (10) 
Wood Sy omesiizcinopre nce 1,655,800 97,408 (20) 
Montgomeryenencsserce ne 8,440,997 137,945 (10) 
WotalvandtAverager: cme rerc caeinctmnlalrreeere 


Total and Average, 
OG. Counties sou. ' nists aise | tatelaieres beets 


*Footnotes for this Table on p. 68. 


$53,577(6) 
43,492(6) 
24,522(6) 


27,668() 
8,513(5) 
6,292(8) 


356,921 
495,216 
326,158 


14,278 
15,753 


$584,622 
269,881 
159,406 


224,451 
98,364 
91,863 


1,451,309(7) 
695,281 (7) 
456,690(7) 


102,463 (7) 
100,999(7) 
125,883(7) 


712,466 


80,206 
85,641 


$18,680 
10,743 
7,692 


5,974 
3,228 
3,150 


Eo 
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SEVEN StaTeEs, FiscaL YEAR Enpinc 1n 1923*—Continued 
: Per 
pager: me oranse Miscel- ; Person Per 
es eveneben laneous (8) Total Per Capita CaN Family 
and Over 
PASOOS(6) | eretese cia || Gaecis en $9,013,424 $53.81 $83.83 $216.97 
PMS arrest | ocd cos ee 3,524,106 45.12 70.47 173.40 
BAI weet) |) seca vcs 2,186,259 37.36 60.60 160.87 
Ne ck Cake.) I bate cos $14,723,789 $48.41 $76.05 $195.13 
TKO) |e $3,248 2,792,425 44.10 72.91 179.57 
GR ee a ee 1,167,601 43.51 83.02 199.59 
TEPID! aa Memo 1,229,357 47.21 88.21 217.09 
5 Lcc aed Pe so $5,189,383 $44.66 $78.27 $191.74 
_osnenei Mls Sen renee $19,913,172 $47.38 $76.62 $194.24 
BE bc $134,308 aes 22,527,213 51.16 77.76 206.38 
PS sci 51,615 ean ah 11,616,978 46.86 71.64 191.42 
Bets Ed Ba irl ise eae 25,317,652 115.23 204.15 551.72 
PEN Sin hietc | tec na.e we $59,461,843 $65.49 $103.25 $275.63 
Bere. 5 4,114 Tate edie, 1,446,518 38.65 68.60 175.65 
dae 7,529 ree 1,205,461 47.39 82.75 212.60 
* amebe 5,902 Lop dee a 1,487,368 46.28 76.45 194.07 
RED tall Mee aoe $4,139,347 $43.57 $75.11 $191.91 
he eae eee $63,601,190 $63.41 $100.80 $268.02 
“Sse LEE ie ee eee 52,464,724 50.54 80.98 216.79 
UEP GR |) fsa Cregeen ata 21,284,909 42.24 62.38 157.65 
cys UHR AD) rece ea eee ae 11,194,934 32.83 51.08 151.16 
eer tere | Gieseae es $84,944,567 $45.11 $70.30 $188.31 
Spel 6) es a ee Tee 1,686,132 39.30 66.92 151.93 
TAS AION fe (cat OR a |e 1,902,477 42.80 71.10 163.82 
MP ROMAIN Beer a LC rein aisiolela 9,280,514 41.49 63.59 168.45 
EO ose e Wl Aye text o's $12,869,123 $41.38 $65.03 $165.41 
—S———: 
DEER mk Rah eins os $97,813,690 $44.58 $69.56 $184.94 


ae a ee 


68 TAX PROBLEM IN WISCONSIN 


Considering the three leading manufacturing counties 
in each state, the following results stand out from the 
foregoing tables: 

1. The average amount of taxes raised in Wisconsin 
per capita, as averaged for the last three fiscal years, was 
15% larger than in Illinois, 9% higher than in Indiana, 
9% higher than in Ohio, 5% higher than in Iowa and 2% 
larger than in Michigan. Minnesota’s per capita figures 
were the highest of all, exceeding those of Wisconsin by 
33%. Results for Minnesota counties have in no small 


Footnotes, Tables 24, 25 and 26. 


1Taxes for state and local government purposes include money and credits taxes 
in Iowa and Minnesota, and bushel tax in Minnesota. In Wisconsin, Michigan and 
Minnesota, the general property tax levies do not include taxes on steam railroads and 
certain public utilities, which are assessed by state bodies and taxed for state purposes, 
in lieu of local taxes. The latter amounts were ascertained and were apportioned back 
to the counties on the basis of relative valuations for taxation purposes, as stated in 
the text. In Ohio, the state tax commission assesses the property of a// public utilities 
and railroads which are reflected, however, in the local levies of taxes. In addition, 
Ohio taxes the gross earnings of these companies for state purposes, but these amounts 
have been apportioned back to the counties on the basis of respective valuations of 
public utility property. 

2For Wisconsin, Michigan, Ohio and Minnesota only. See preceding note. Property of 
street railways and telephone companies and occupational taxes have, in the case of 
Wisconsin, been accurately ascertained and are included in the figures of the preceding 
column. This column embraces the receipts from state taxes on railroad, telegraph, 
telephone, freight line, equipment, sleeping car, express companies in the three states 
(except telephone companies for Wisconsin). 

3Includes dog taxes in Iowa and in the case of Wisconsin, taxes on street railways, 
local taxes on telegraph companies, and total normal tax, and surtaxes on incomes of 
individuals only. Inasmuch as special taxes on corporations other than railroads and 
public utilities which obtain in some of the states herein compared are not included in 
this table it would vitiate the comparison to include the corporation income tax in the 
case of Wisconsin. Therefore, the corporation income tax collections in Wisconsin 
have been omitted from this table. 

4Preliminary figures. 

‘Official figures do not afford a distribution by counties. The receipts from the 
cigarette tax were apportioned on the basis of relative populations of the various coun- 
ties. No receipts were reported prior to 1922. 

_*Figures are given by counties for the biennial period 1921-1922 only, which were 
divided by two in order to arrive at the annual figures. Results for individual counties 
for 1923 were not available and the figures used therefore represented the total collec- 
tions apportioned among the counties on the basis of their relative contribution to the 
total in the biennial period, 1921-1922. 

7Figures for 1922 and 1923 by counties are not available. Computations for these 
yeas ete made on the basis of the relative contribution of these counties to the total 
in ; 

8Omission of figures in this column signifies that either poll taxes are not levied in the 
state as is true of Wisconsin, for example, or that they are included in the general prop- 
erty tax levies, as is true of Indiana. 

_*Data by counties not available. The figures herein given represent receipts, es- 
timated on the basis of the average fee per license multiplied by the number of licenses 
issued 1n each county. 

Includes gross earnings taxes on railroads and public utilities levied for state pur- 
poses and apportioned among the counties, on the basis of the valuations of such 
property in each county relative to the total of such property in the entire state. 
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measure been influenced by the fact that St. Louis 
County is not only the leading manufacturing district of 
the state but it is also the center of iron ore mining. The 
relatively heavy taxes on iron ore property serve to swell 
the results for the entire county. 

2. The average amount of taxes raised in Wisconsin 
per family, as averaged for the last three fiscal years, was 
17% higher than in Illinois, 16% larger than in Indiana, 
15% higher than in Iowa or Ohio, and 0.2% higher than 
in Michigan. Again, results for Minnesota exceed those 
for Wisconsin by 28%. 

3. The average amount of taxes raised in Wisconsin 
per person 22 years of age and over, as averaged for the last 
three fiscal years, was 16% higher than in Illinois, 12% 
larger than in Ohio, 11% larger than in Indiana, 8% 
higher than in Iowa and 4% higher than in Michigan. In 
Minnesota manufacturing counties the burden per person 
was 30% higher than in Wisconsin. 

Thus, by the results of the three tests, the burden of 
taxation in manufacturing counties of Wisconsin in terms 
of dollars was higher in every case than in the other states, 
with the single exception of Minnesota in every instance. 
This result for Wisconsin is intensified particularly in 
comparisons with the more industrialized states. If in- 
come and wealth figures were available by counties, Wis- 
consin would probably show itself to be at a still greater 
disadvantage, as supported by the Census of Manufac- 
tures for 1919 and 1921. 

With respect to the three leading agricultural counties 
in each state, the following conclusions become evident: 

1. The amount of taxes raised in Wisconsin per capita 
was 15% higher than in Michigan, 14% higher than in 
Ohio, 13% larger than in Illinois, 5% higher than in Iowa 
and about 2% higher than in Minnesota. In Indiana, 
however, the burden per capita was 21% higher than in 
Wisconsin. 

2. The amont of taxes raised in Wisconsin per family 
was 27% higher than in Michigan, 20% larger than in 
Ohio, 18% higher than in Illinois, and 3% larger than in 
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Iowa. Minnesota and Indiana exceed Wisconsin in this 
test, their respective figures being higher by 3% and 6%. 

3. The amount of taxes raised in Wisconsin per person 
21 years of age and over was 21% higher than in Ohio, 
14% larger than in Illinois, and 12% higher than in 
Michigan. On the other hand, Iowa’s figure was one-fifth 
of 1% higher than that for Wisconsin, Minnesota 2% 
higher and in Indiana 16% higher. 

It is interesting to note the degree of disparity between 
burdens in manufacturing and agricultural counties within 
the same state. In only one of the states, namely In- 
diana, do the figures for agricultural counties consistently 
exceed those for manufacturing counties. In all other 
cases, the figures for manufacturing counties exceed those 
for agricultural counties, with Wisconsin occupying a 
somewhat middle position and Minnesota showing the 
highest percentages of difference. 

In connection with the above computations, the fact 
must be constantly borne in mind that the burden of 
taxation in Wisconsin is even more real than the above 
discussion seems to bring out. The comparative data by 
counties embrace in principal part the subdivision’s por- 
tion of the general property tax for all governmental pur- 
poses. A portion of these taxes can be and are shifted, as 
‘was observed above.!. In Wisconsin, however, in addition 
to the property tax, there is an income tax. There is agree- 
ment among economists that generally speaking, an in- 
come tax cannot be shifted. Being a tax on products that 
may enter into competition with those of other states, and 
universal within the state, the Wisconsin income tax is dif- 
ficult, if not impossible, to shift to others, within or without 
the state, who consume its products. Because of this diffi- 
culty, the tendency is discernible for industries which are 
dependent upon a country-wide market to leave the state 
altogether or to adopt certain devices whereby their tax 
liability wi'l be reduced, as will be discussed later. 

The above data by counties do not include corporation 
taxes on incomes (or on capital stock in other states), 

1Supra, pp. 19, 20. 
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as stated above. In so far as the data embrace, how- 
ever, the tax on individual incomes—salaries, wages, 
interest, rents capital gains, profits of unincorporated 
businesses and the like which cannot be shifted—and 
in so far as taxes in Wisconsin manufacturing counties 
are relatively higher than in the leading manufacturing 
counties of neighboring states, the average taxpayer in 
the Wisconsin manufacturing localities is at a disadvan- 
tage as compared with the average taxpayer in a locality 
of a similar character in a neighboring state. It is clear 
beyond doubt that a larger proportion of the taxes raised 
and probably a larger actual amount of taxes paid per 
person, per family, etc., rests as a permanent burden on 
residents of these Wisconsin counties than in the counties 
of the same general character in the other states under 
comparison. 


SPECIAL BURDEN ON CORPORATIONS 


Of the seven states under review, four single out general 
corporations for special taxation, viz., Wisconsin, Ohio, 
Illinois, and Michigan. These taxes are in addition to the 
general property tax. In Wisconsin, the basis for special | 
corporate taxation is net income, and the rates range 
from 1% on the first $1,000 of taxable income to 6% on 
$7,000 and above.! In addition there are surtaxes for 
soldiers’ educational and teachers’ retirement purposes, 
amounting, respectively, to one-fifth and one-sixth of 
the normal tax rates, after deduction of 6% of capital, 
surplus and undivided profits. In the other three states, 
the special annual tax on corporations is based on the 
value of capital stock, with Michigan taxing, in addition, 
the corporation’s surplus. In Wisconsin and Ohio, cor- 
porations paying other state taxes, as railroads, public 
utility companies and others, are automatically exempted 
from the special franchise tax on corporations. Michigan 
and Illinois, however, tax practically all corporations with 


1The original law had taxed corporations % of 1%, if the taxable income was 
1% or less of the assessed value of property used in acquisition of such income, 
the rate rising by 14 of 1% for every 1% of such ratio and reaching 6% when 
the taxable income represented 12% or more of the assessed value of property. 
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but few exceptions. The rate of the tax in Michigan 1s 
2.5 mills per dollar of paid-in stock and surplus up to a 
maximum tax of $50,000; in Ohio, 1.5 mills per dollar of 
outstanding stock; and in Illinois, 0.5 mills per dollar of 
capital stock, as may be observed from Table 24. 
Instead of special corporate taxes on capital stock as 
are levied in Michigan, Illinois and Ohio, Wisconsin has 
its general income tax, and it is pertinent to seek to deter- 
mine how the Wisconsin income tax on corporations com- 
pares with the annual franchise tax in Illinois, Michigan 
and Ohio. In order to place Wisconsin on a comparable 
basis with the three other states, it is necessary to express 
the income tax as a percentage of value of capital stock. 
According to figures given by the United States In- 
ternal Revenue Bureau,! the total par value of stock 
issued by corporations in Wisconsin as reported for federal 
capital stock taxation was $1,074,922,000 in the fiscal 
year 1921-1922.2 This figure includes, however, the 
capitalization of corporations exempted from the cor- 
porate income tax in Wisconsin, such as banks and trust 
companies, railroads and certain public utilities, which 
latter cannot be segregated from the total above given. 
That their value is considerable may be gleaned from the 
fact that the assessment of property owned by public 
service corporations alone subject to state taxation 
reached $475,000,000 in 1920. Not all of this value rep- 
resents capital stock, however, as is evidenced in the fact 
that of all the outstanding railroad capital in 1921, of the 
country as a whole, 43.9% consisted of capital stock and 
56.1% of funded debt.*? The capital stock of these cor- 
porations should be deducted from the total as reported 
for federal taxation purposes. To the balance there would 
have to be added the proportionate par value of capital 
stock of corporations whose main office is outside of Wis- 
cousin but which transact business in the state and pay an 
income tax thereon. The latter corporations would 
normally file their federal return (for capital stock taxation 


“Statistics of Income from Returns of Net Income for 1920,” pp. 38-39. 
*The reported fair value was $1,316,741,181. 
‘Interstate Commerce Commission, “Statistics of Railways, 1921,” p. xxvi. 
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_ Four States 
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Wisconsin 


Illinois Michigan 


—_—_—_—_—— | 


Corporation 
income tax: 
a Normal, 2% 
on first $1,000 
of taxable net 
income to 6% 
on $6,000 and 
above 


¥% mill on 
every dollar 
of capital 
stock (no-par 
value stock 


assessed at 
$100)! 


2% mills on 
each dollar of 
paid-up 
capital stock 
and surplus, 
minimum $10 
and maximum 


1% mills on 
each dollar on 
outstanding 
capital stock 
(5 cents per 
share of no 
par value 


$50,000? stock) 
6Surtax for 
teachers’ re- 
tirement fund, 
at one-sixth 
normal tax, 
with exemp- 
tion on first 
$3,0003 


c Surtax for 
soldiers’ edu- 
cational 
bonus, at one- 
fifth normal 
tax. 


B. Taxes 
collected. 


1921— 

$3,107,3184 
1929— 

$5, of 7164 
1923— 

$3,172,9314 


$3,573,870 
$3,381,597 
$4,205,126 


$454,342 
$5,748,265 
$6,220,834 


$6,666,501 
$6,693,183 
$7,838,251 


1All corporations, including railroads, with exception of insurance companies. 

2Building and loan associations, 44 mill on each dollar of paid-in capital and legal 
reserve. 

sAfter deduction from income of 6% of capital stock, surplus and undivided profits. 
Does not affect banks, and railroad and other public utility companies paying taxes to 
the state. 

‘Estimated on the basis of the relative proportions collected from individuals and 
corporations in seven counties which were the object of a special study, viz., Milwaukee, 
Racine, Kenosha, Dane, Dodge, Fond du Lac, and Barron. 


purposes) from their main offices and Wisconsin would not 
be credited with the proportionate amount of capital stock 
represented by property which is employed in Wisconsin. 

Making allowances for the capitalization of corporations 
included in the Federal Government’s total which do not 
pay a state income tax, and including the proportionate 
share of capital stock of foreign corporations carrying on 
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business in Wisconsin, it may be safely estimated that the 
par value of stock of all Wisconsin corporations subject to 
the state income tax does not exceed $850,000,000. The 
amount of income tax actually paid by Wisconsin cor- 
porations in the fiscal year 1922, corresponding to the 
year for which capital stock returns are available, was 
$5,242,000.1. Wisconsin corporations on the average 
therefore paid in income taxes the equivalent of 6 mills 
per dollar of capital stock, an amount about twice as 
high as in Michigan (inclusive of surplus), four times as 
high as in Ohio and twelve times as high as in Illinots.? 


This comparison as to corporate taxation takes cog- 
nizance of only the average situation in Wisconsin, 1. e., 
the average corporation, but in the case of the more 
prosperous concerns, the disparity above indicated in 
the amount of taxes paid by corporations is still higher in 
Wisconsin than in Illinois, Michigan or Ohio. Of the latter 
three states, it is true that Michigan has the highest cor- 
poration tax rate, but the maximum tax is limited to 
$50,000 in this case, and thus the special corporation tax 
avoids becoming an excessive burden upon a large and 
prosperous corporation. The more prosperous a concern 
is and the larger its size, 1. e., the higher the rate of return 
on its investment and the greater the total investment, 
the greater would be the disparity between the amount 
of tax payable in Wisconsin and that payable in Illinois, 
Michigan or Ohio. In the field of special corporation tax- 
ation, therefore, as well as in the field of general property 
taxation, the policy and practice of Wisconsin tends to 
make more and more attractive the removal of large and 
prosperous concerns to adjoining states and to prevent 
large and prosperous enterprises from locating in the state 
—a situation fraught with significant and far-reaching 
potentialities. 


4On the basis of a special investigation of 7 counties which were assessed 
with 73% of the corporate tax in 1921, it was found that 52% of the total 
income tax collected was secured from corporations. The year’s income tax 
collections were multiplied by 52% to arrive at the share of corporations. See 
footnote 4, Table 27. 

*See also pp. 84 ff. 


CHAPTER IV 
THE INCOME TAX IN WISCONSIN 


History 


Prior to the beginning of the present century, sixteen 
states had employed an income tax in some form or other, 
but only six had clung to it as a source of revenue when 
the records of that century were closed. Massachusetts 
had the longest experience with it, extending back to 
1643, and South Carolina’s experience began in 1701. Out 
of the sixteen, the laws of only six states attempted to 
reach all incomes viz., rent, wages, interest and profits. 
In no case was the revenue derived from the income tax 
of any great consequence. The income tax in Virginia 
was the most lucrative of all; yet, the total sum derived 
by this means averaged considerably less than $100,000, 
or roughly 5% of the general property tax revenues.! 
As one student of the subject put it, ““The experience of 
the states with the income tax, as employed by them, has 
been unquestionably a failure. It has satisfied neither 
the demands for justice nor the need of revenue.’? In 
view of these conclusions, it is remarkable indeed that 
the movement for an income tax in Wisconsin should have 
manifested itself early in the first decade of the present 
century and should have gained such a strong foothold 
among the legislators of that state. 

In common with the experience of all other industrial 
states, Wisconsin witnessed the gradual breaking down 
of its system of personal property taxation and the legisla- 
_ture began to turn its attention to a consideration of taxes 
that would serve as a substitute for it. It was in 1903 
that a joint resolution was introduced in both branches of 
the legislature, amending the constitution so as to au- 
thorize a tax on net incomes, and was passed by both 


1Cf, D.O. Kinsman, “The Income Tax in the Commonwealths of the United 
States,” publications of the American Economic Association, Vol. IV, No. 4, 
November, 1903. 
*1bid., p. 116. 
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houses with only one dissenting vote.! As stated by a 
competent observer, “Both political parties favored the 
amendment in their platforms, but there was no discussion 
of the subject and it seemed to be taken for granted by the 
politicians that the theory of income taxation was one of 
those things which could be safely advocated without any 
danger of its ever going into actual operation.”* Because of 
a technical defect in the required notice of election, the 
amendment had to be re-introduced in 1905 in order to 
have satisfied all the legal requirements, and was again 
passed with little debate, in the following language, “Taxes 
may also be imposed on incomes, privileges and occupa- 
tions, which taxes may be graduated and progressive and 
reasonable exemptions may be provided.” In 1907 the 
amendment was ratified by the legislature with one dis- 
senting vote, all constitutional amendments being re- 
quired to pass the legislature at two successive sessions 
before they are submitted to a popular referendum, and in 
1908, the amendment was carried by a popular vote of 
85,696 to 37,729. It was not until June, 1911, however, 
that an income tax law was enacted, the intervening period 
being devoted to hearings by a special “‘recess committee” 
before a bill was finally drafted. Immediately upon pass- 
age of the bill, suit was brought in the State Supreme 
Court to test the constitutionality of the enactment, but 
the law was fully sustained. Thus there began the first 
real experiment with state income taxation. 


PRINCIPAL FEATURES 


The income tax law aims to reach incomes of every 
nature, i.e., rents of real estate, dividends from stock, 
interest on notes, mortgages, bonds and other evidences 
of debt, wages, salaries, fees from services, profits from 
business or from sale of real estate or other capital assets, 
royalties of every character and all other gains, profits or 
income not specifically exempted. From gross income 


_ 1Cf. K. K. Kennan, “The Wisconsin Income Tax,” The Annals of the Amer- 
ican Academy of Political and Social Science, Vol. 58 and also Biennial Report 
of State Tax Commission of Wisconsin, 1912, p. 24 ff. 

*Kennan, idid., p. 65. Italics not in the original. 
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there are deductible wages and salaries paid to others, all 
ordinary and necessary expenses in operation and main- 
tenance,! losses sustained and not compensated for by 
insurance or otherwise, taxes other than special assess- 
ments,” dividends from legal entities that are subject to 
income taxation in Wisconsin, interest on indebtedness 
and contributions or gifts. A personal exemption of $800 
is granted to single individuals, and $1,200 to married 
persons, with $200 for each child under 18 years of age 
and for each dependent. No initial exemptions are ac- 
corded to corporations. Insurance companies and rail- 
road and public utility corporations paying state taxes 
on gross earnings or property, and the dividends and in- 
come of state, national and mutual savings banks and 
trust companies, are exempted from the income tax.! 

Income from business, rentals, royalties, farms, mines, 
quarries and sale of personal or real property follows the 
situs of the property or business from which derived. All 
other income, i.e., from personal service, professions, 
vocations and securities of every description, follows the 
residence of the recipient. Ten per cent of the cash pro- 
ceeds of the income tax goes to the state, theoretically 
to cover the cost of administering the income tax but 
actually far exceeding that cost; 20% is distributed to the 
county governments and 70% 1s distributed to the town, 
city or village governments where the tax is levied and col- 
lected. In no case can the amount distributed under this 
method to the local governments other than the county 
exceed 2% of the equalized valuation thereof; all amounts 
in excess of such 2% which would accrue to taxing districts 
must be paid to the county and distributed back to the city, 
town or village on the basis of school population. 


1Including reasonable allowance for depreciation by use, wear and tear of 
property and allowance for depletion in case of mines and quarries. 

27 ncluding inheritance taxes paid in the case of individuals and, in every case, 
taxes paid to the Federal Government (income, excess profits and capital stock). 

3To a maximum of 10% of the net income reported. 

4In addition, there is exempted the income of mutual loan companies, build- 
ing and loan associations, and of all religious, scientific, educational, benevo- 
lent and other corporations and associations not organized or conducted for 
profit. The law also exempts inheritances, devises, bequests and gifts and 
insurance received during any year. 
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Foreign corporations whose principal business is carried 
on in Wisconsin are deemed residents, as if incorporated 
in the state, despite the fact that their legal domicile 
may be elsewhere. Persons engaged in business within 
and without the state are taxed only on such income as 
is derived from business transacted and property located 
within the state. In determining the portion of total 
income taxable in Wisconsin, the Tax Commission takes 
into consideration the following factors, on the basis of 
which it determines the taxable proportion: 

(1) Average value as of beginning and end of year of all 
tangible property used within and without the state in 
producing the income to be apportioned;! 

(2) Sales, less returns and allowances, made within and 
without the state; 

(3) Total purchases of all materials, goods and sup- 
plies, within and without the state; and 

(4) Total wages and salaries paid in the year, within 
and without the state. 

It is clear from a mere glance at the method of appor- 
tionment enacted into law,? as here shown, that two of the 
criteria are duplicated in a third, viz., sales, which already 
reflect raw materials and wages, and that there is an 
unjustifiable blending of property and gross receipts 
which in reality bear no necessary relation to each other 
and which are treated alike for purposes of apportionment. 
This provision would appear to teem with possibilities of 
injustice. Inquiry directed to some of those most in- 
timately connected with the administration of the tax 
elicited a decidedly adverse opinion as to the justification 
of these provisions of the law. 

Originally only a normal tax with graduated rates was 
levied, but since 1918 there have been levied, in addition, 
what are termed in the law as “surtaxes.” The normal 
rate for individuals and partnerships, applied to taxable 

‘Excluding cash on hand and in bank, stocks, notes, bonds, accounts receiv- 
able, other evidences of indebtedness, special privileges, franchises, good will 
and other property the income from which is not taxable or is separately allo- 


cated. 


*Section 71.02, 3 (d). 
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net income, range from 1% on the first $1,000 to 6% on 
the excess above $12,000. For corporations, the rate 
varies from 2% on the first $1,000 of taxable income to 
6% on the excess above $7,000. In order to defray in 
part the cost of the soldiers’ bonus, the state levied in 1919 
(one year only) a surtax on individual net incomes of above 
$3,000 and on corporate net incomes, after deduction of 
6% on the capital, surplus and undivided profits, the rates 
ranging from 1.75% on the first thousand to 6% on above 
$12,000 in the case of the former, and from 2% on the first 
thousand to 6% on above $7,000 in the case of the latter. 
For the purpose of defraying the cost of soldiers’ educa- 
tion, there was levied a surtax, payable on corporate and 
individual incomes of 1918, 1919, 1920, 1921 and 1922, of 
one-fifth the normal tax rate, and in order to meet the 
annual requirements of the teachers’ retirement fund 
there was levied in 1919 and annually thereafter a surtax 
of one-sixth the normal tax rate. In both latter cases, 
for purpose of computing the surtax, an exemption of 
$3,000 is granted to individuals and partnerships and an 
exemption of 6% of capital, surplus and undivided profits 
is accorded to corporations. The last installment of the 
soldiers’ educational bonus surtax is being paid in 1924,! 
and thereafter, unless altered by the legislature, the only 
surtax in force will be that for the teachers’ retirement 
fund. Offsets on account of payment of personal property 
taxes, which will be discussed later in this chapter, are 
not allowed to operate against any of the surtaxes. The 
rates are given in detail in Table 28. 


FiscaLt RESULTS 


The fiscal results of the Wisconsin income tax have 
proved to be beyond the expectations of those who framed 
the law in 1911. The actual collections for the state as a 
whole have grown from $1,631,000 in the fiscal year 1913, 
which was the first period of collection, to $15,144,000 in 
the fiscal year 1920, when the rates were more than doubled 


‘Income taxes assessed in any given year are based on the income of the 
previous year but are not payable until the following year. Thus taxes assessed 
in 1923 are based on incomes of 1922, but are not payable until 1924. 
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to help defray the cost of the soldiers’ bonus and for other 
purposes. In 1921 (based on 1919 incomes) the total col- 
lections were $5,976,000; in 1922 (based on 1920 incomes), 
the total proceeds were $10,080,000; but in 1923, they 
declined to $6,102,000, being based on the abnormally low 
profits and incomes of 1921. It is expected that current 
receipts will be considerably larger than those for the 
fiscal year 1923, since incomes received in 1922 were un- 
doubtedly higher than those reported for 1921, as is 
already evidenced in the income tax receipts of the 
Federal Government. 


DISTRIBUTION OF BURDEN oF INCOME Tax 


The State Tax Commission does not tabulate the 
workings of the income tax on the basis of collections but 
only on the basis of taxes /evied. In view of the system 
which permits the personal property taxes paid to be 
offset against the amount of income tax levied, the latter 
figures are by no means identical with the amount finally 
paid. In any event, however, the amount assessed is 
ultimately paid either through the medium of the personal 
property tax or through the income tax. 

A study of the normal income tax /evied on individuals 
on the incomes received in 1921 (levied in 1922 and pay- 
able in 1923), which is the latest year for which figures are 
available, discloses a total of $3,814,829, of which Mil- 
waukee County alone is responsible for $1,783,614, 
Racine County, $163,613, and Kenosha County, $76,579. 
Seventeen counties, containing all the first, second and 
third class cities of the state and embracing 52% of the 
state’s population, were assessed with 83% of normal 
income tax on individuals, while the remaining 54 counties, 
essentially rural in character and including 48% of the 
state’s population, contributed only 17% of the normal 
income tax levied against individuals. If details of the 
corporation income tax were available by counties for the 
year 1921 (levied in 1922 and payable in 1923), they 
would, in all probability, show, as the published data for 
all preceding years have disclosed, that the preponderating 
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bulk of the corporate income tax is assessed in these same 
counties. Thus the income tax as it is in operation today 
is essentially an urban tax. As the 1914 biennial report of 
the State Tax Commission puts it, “In short, a smaller 
proportion of the people pay, and they pay average lower 
rates on average smaller incomes, in the country than in 
the ‘city: 

A large part of the income of the farmer cannot be 
measured in monetary terms. Part of the produce he 
raises may be consumed in his home, or by his livestock, 
but it is extremely difficult to measure the value thereof. 
In so far as the produce is fed to livestock later to be sold, 
there may be a reflection of the value of the produce, but 
even in this case it is relatively simple to avoid income tax- 
ation because the farmer keeps no books. In addition, it 
must be remembered that many farmers in Wisconsin have 
received fairly large “unearned” increments, through the 
increase in farm land values, as part of their compensa- 
tion. The income tax would reach these amounts only at 
the time of sale and with 1911 as the basic year from which 
the capital gain is to be computed. As stated by the 
Tax Commission, 


“4 man buys 160 acres at $8,000, farms and improves it for 
fifteen or twenty years and then sells it for $16,000, taking a 
relatively small compensation in the meanwhile in order to 
build up his capital assets from $8,000 to $16,000. In the case 
of the mercantile or manufacturing concern with an accurate 
accounting system, the yearly improvement, if paid for from 
earnings, would show as net profit and be taxable as such. In 
the case of the farmer this annual increment escapes, because 
the farmer’s accounts are too simple to record and measure it.’””? 


The average rate of normal tax assessed on the incomes 
of corporations was 5.7% in 1922 (payable in 1924), 5.4% 
in 1921 (payable in 1923), and 5.6% in 1920 (payable in 
1922), whereas the rate on the income of individuals’ was, 
respectively, 1.8%, 1.6% and 1.7%. The wide dis- 
crepancy between the average corporate and average 
individual normal rate is due to the fact that the maximum 


1Page 102. 
*Biennial Report of the State Tax Commission, 1912, p. 33. 
‘Including partnerships. 
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corporate rate is arrived at sooner than the maximum 
individual rate and that the corporate income per return 
is considerably higher than that for individuals, with the 
result that the maximum rate is applied more frequently 
to a higher base in the case of corporations. If there are 
added the surtaxes for the educational bonus and for 
teachers’ retirement fund, the average assessed burden on 
the 1922 income of corporations (tax payable in 1924) was 
7.4% of their net income and on individuals, 2.1%. In 
1918, when a special surtax was imposed for the payment 
of the soldiers’ bonus, the average burden assessed on 
corporations had been approximately 10% and on in- 
dividuals and partnerships, roughly 3.0%. 

An analysis of the corporate income tax by industries 
indicates that in relation to the incomes received in 1921 
(against which taxes were assessed in 1922, payable in 
1923), approximately 82% of the taxable income of the 
state was reported by manufacturing corporations, which 
were assessed with 76% of the total normal income tax levy 
on corporations. The average rate of normal income tax 
levied on manufacturing corporations was, in 1920, 5.7% 
and in 1921, 5.0%. The latter figure compares with a nor- 
mal tax rate of 4.5% on grain and farm products corpora- 
tions, 4.6% on investment and security corporations and 
4.7% on wholesale and retail mercantile corporations. 
Thus the average burden levied on manufacturing corpora- 
tions is the highest of any important group of industries. 
The year 1921 was, however, a period of extreme depres- 
sion for all industries and cannot therefore be taken as a 
criterion for determining the ratio of income tax to net 
income. The normal tax burden would average 5.5% of 
the net income, to which there should be added the two 
surtaxes, making an average total of 7.3% of the net in- 
come as assessed. 

It must be remembered, however, that against the 
normal tax on both corporations and individuals, the 
amount paid in personal property taxes is allowed as an 
offset. A special investigation of the amount of personal 
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property offset of corporations in 7 counties,t embracing 
the three leading manufacturing and the four leading 
agricultural counties, showed an average offset, during the 
last three fiscal years, of 55% of the amount of tax levied.? 
The normal tax burden on corporations, on a corrected 
basis, would therefore average 2.5% of the net income, to 
which there should be added the average surtaxes (against 
which offsets are not allowed), making an average actual 
burden of 4.3% on account of corporate income taxes, 
over and above full personal property taxes. In the case 
of a corporation earning 10% on its capital stock (which 
is a fair average®), with a profit and loss surplus equivalent 
to 25% of its capital stock, it is found that Michigan would 
levy a capital stock tax equivalent to a net income tax of 
3.1% (with a maximum tax of $50,000*), Ohio less than 
114% and Illinois the equivalent of an income tax of 0.5%. 
But the disparity against Wisconsin is still greater in 
the case of large and prosperous concerns, and in individual 
cases of importance, the difference between the taxes pay- 
able in Wisconsin and in the other states is very consider- 
able indeed. Partnerships and individuals are not taxed 
on their businesses at all in the latter three states, except 
on general property, whereas in Wisconsin, in addition to 
the general property tax, which is on the whole higher in 
Wisconsin than in the surrounding states these businesses 
pay a tax averaging about 2.4% of their net income.® 


1Milwaukee, Racine, Kenosha, Dane, Dodge, Fond du Lac and Barron. 

2It must be remembered the income tax has itself led to or facilitated an 
increase in personal property tax assessments of business concerns. 

8A corporation earning 10% on its capital stock would only net 6% or 7% on 
its investment, on the average. The federal excess profits tax law had exempted 
corporations earning 8% on “invested” capital, the latter being defined as 
including capital stock paid for in cash or in tangible property, earned surplus, 
undivided profits and intangible property paid for in stock. The ratio of net 
income to invested capital of all reporting corporations of the country was 
14.1% in 1919, 11.3% in 1920 and 11.1% in 1921. 

4In effect only since 1923. 

Since individual incomes include not only professional and labor incomes 
but also business profits of partnerships and other unincorporated establish- 
ments, it is rather difficult to estimate the average rate on the latter. Accord- 
ing to the 1921 classification, the manufacturing group in the list of individual 
recipients was assessed with an average normal income tax of 3.0%. Deducting 
55% on account of personal property offset and adding the average surtax 


rates, it may be safely estimated that the total burden would average about 
2.4% as herein stated. 
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Furthermore, all salaries, wages and interest paid out 
by Wisconsin corporations and businesses, in so far as 
they exceed the low initial exemptions, are taxed in the 
hands of the recipients. While there exists a legal fiction 
as to the separate interests of the corporate entity and its 
stockholders, in actual business life the connection is a 
close one, this circumstance being particularly true of 
those corporations the stock of which is closely held and 
which bulk very large in the total number of such entities. 
In so far as stockholders are officers and employees of their 
own corporation, they bear not only part of the burden of 
the corporate income tax but also the individual income 
tax on their salaries and wages. The same conclusion ob- 
tains with respect to those who, in addition to owning stock 
in a corporation, receive income from outside sources in 
the form of wages, salaries, interest, rents, royalties, capital 
gains, etc. There can, therefore, arise no question as to the 
relatively greater amount of taxes imposed upon business 
entities and their owners in Wisconsin, whether incorpo- 
rated or unincorporated, than in neighboring states. 


This situation has had the effect of bringing into being 
certain devices whereby Wisconsin is very slowly becom- 
ing a state of branch factories. There are already cases on 
record where large companies, originally domiciled or 
having their main offices in Wisconsin and also having 
plants in that state and elsewhere, have sold their assets 
to a foreign corporation and transferred their main offices 
and sales force to localities outside Wisconsin. They 
then proceeded to set up a separate producing corpora- 
tion which owns and operates the plants located in Wis- 
consin and which sells its product at cost or at a small profit 
to the holding company outside Wisconsin. This corpora- 
tion pays little or no income tax since it shows little or no 
profit. All sales to jobbers, wholesalers and retailers 
being handled through the main offices of the holding cor- 
poration outside the state, it is the consensus of expert 
opinion that Wisconsin can not have any legally valid 
claim on the profits of the enterprise, over and above those 
earned on business done in the state. Thus, Wisconsin 
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not only foregoes for all time the taxation of salaries and 
wages of officers and employees of the main offices formerly 
located in the state and the profits on the business done 
without the state, but it also puts the damper on expan- 
sions and new enterprises. 


PERSONAL PROPERTY OFFSET 


Since its initial enactment, the Wisconsin income tax 
law has permitted both individuals and corporations that 
are liable to income taxation to deduct from the income 
tax as finally computed the amount of personal property 
tax which they have paid. This feature of the law has 
given rise to controversy on the part of the State Tax Com- 
mission, taxpayers and students of taxation. Before this 
aspect | the income tax is approached, however, it would 
appear best to obtain a clear grasp of what is embraced 
under the term “personal property.” 

According to the tax law, personal property embraced, 
before the passage of the income tax, the following prin- 
cipal items: toll bridges, saw logs, timber or lumber upon 
land or afloat, steamboats, ships and other vessels at home 
or abroad, ferry boats, ice cut and stored, wares, goods, 
merchandise, chattels and effects of marketable value not 
constituting real estate, moneys and credits, stocks and 
bonds (except bank shares), personal ornaments and jew- 
elry habitually worn, household furniture, machinery, 
implements, tools, automobiles, vehicles, horses, mules, 
neat cattle, sheep and swine, pianos, organs, bicycles, etc. 
Property of local public utilities, such as water, light, heat 
and power companies also falls within the category of 
personal property. 

When the income tax law was passed, certain forms of 
personal property were thereby exempted from personal 
property taxation. The list of such property included all 
moneys and credits, stocks and bonds (except bank shares), 
personal ornaments and jewelry habitually worn, house- 
hold furniture, machinery, implements and tools used on 
farm, orchard and garden and one watch carried by the 
owner. All other personal property continued to remain 
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taxable as theretofore, but the income tax law permits 
such personal property taxes to serve as an offset against 
the year’s income tax liability. This provision was in- 
serted in the law because the validity and productiveness 
of the income tax were uncertain and it was thought 
advisable not to strain the tax system of local govern- 
ments too far by exempting all personal property until 
these uncertainties were removed. In 1923, the true 
value of all personal property was $863,536 ,623 (as against 
$3,983,228 ,987 of real estate), of which farm animals 
represented $189,756,938 or 22.0%; merchants’ and manu- 
facturers’ stock, $325 ,576,660 or 37.7%; water and light 
companies, $54,239,446 or 6.3%; automobiles and other 
motor vehicles, $114,689,738 or 13.3%; bank stock, 
$82,926,279 or 9.6%; wagons, carriages and sleighs, 
$8,938,833 or 1.0%; logs and timber, $9,820,447 or 1.1%; 
steam and other vessels and miscellaneous personalty, 
$77,588,282 or 9.0%. 

One of the principal arguments used by advocates of the 
income tax before its adoption was that the personal 
property tax was breaking down and that the tax on 
incomes should come to take its place. “There was no 
doubt that most of its sponsors hoped and expected that 
in time it would prove practical and desirable to replace the 
entire personal property tax with the income tax.”! That 
this was the purpose and effect of the law is also evidenced 
in the opinion of the State Supreme Court, upholding the 
validity of the income tax law, in the following language: 


“By the present law it is quite clear that personal property 
taxation for all practical purposes becomes a thing of the past. 
That the taxation of such property has proven a practical 
failure will be admitted by all who have given any attention to 
the subject. Doubtless this was one of thé main arguments in 
the legislative mind for the passage of the present act. By this 
act the legislature has, in substance, declared that the state’s 
system of taxation shall be changed from a system of uniform 
taxation of property to a system which shall be a combination 
of two ideas, namely, taxation of persons progressively, 
according to ability to pay, and taxation of real property uni- 
formly, according to value.”? 

1Seventh Biennial Report of Wisconsin Tax Commission, Madison, 1914, p. 90. 


2Chief Justice Winslow, speaking for the court, State ex rel. Folens vs. Frear, 
148 Wis. 505. 
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As was observed above, however, the legislature has not 
yet seen it fit to abolish the personal property tax 7 foto. 

In successive reports and recommendations to the legis- 
lature, the State Tax Commission has been favorable 
toward the abolition of the personal property tax. In its 
1914 biennial report, the Tax Commission said: 


“The commission believes that far greater simplicity in 
administration and reduction of public expense as well as 
a more equitable distribution of the tax burden will result if all 
personal property be exempted from the general tax roll.’ 


Again, in its 1916 report, the Commission raised the 
question in the following language: 


“Under these conditions why should the legislature hesitate 
to take the final step and remove the discredited personal 
property tax from our system, making the necessary changes 
in the income tax to secure an equivalent yield?’”? 


In the more recent reports, however, the State Tax Com- 
mission has been practically silent on the matter of 
eliminating the personal property tax altogether, but has 
concentrated its fire on the personal property offset as dis- 
tinct from the personal property tax and has apparently 
advocated unconditional repeal of the offset provision, 
irrespective of whether or not the personal property tax is 
abolished. To students of the fiscal science and to others 
familiar with thé problem, it is patent, however, that the 
question of personal property offset is one that is inex- 
tricably intertwined with the whole question of personal 
property taxation and that the one cannot be dissociated 
from the other and handled separately without inflicting 
gross injustice and hardship, as will be seen from the dis- 
cussion which follows. 

Advocacy of the repeal of the personal property offset, 
without elimination of the personal property tax, rests on 
the following principal grounds: 

1. It is contended that although the income tax rates 
are by law supposed to be graduated, the offset provision 
tends to make them regressive. The higher the amount of 
personal property tax, it is claimed, the smaller is the 
amount of income tax which is finally payable and the 


1Quoted in 1920 Biennial Report, p. 39. 
2Page 79, 
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smaller is the effective rate on income. A glance at the 
rate schedule will, however, disclose the weakness of this 
argument. The rates of progression in the income tax are 
so mild in their application and the maximum rate is 
applied to so low a base that the progression is tantamount 
to no graduation as the income rises. In the case of the 
larger incomes, the application of the personal property 
offset still leaves the bulk of the income taxable at the 
maximum rates, and the disparity between the rate of 
progression under the present system and the rate of 
progression were no offset allowed is of little practical con- 
sequence. In the case of the lower incomes, it is con- 
ceded that the offset is of greater importance, com- 
prising a larger proportion of the amount of tax that 
would otherwise be paid; but the nullification of the pro- 
gressive principle in such instances should appeal as a 
happy outcome rather than the contrary. The progressive 
principle finds its main alleged justification in the circum- 
stance that it tends to equalize wealth and compensate 
for inequalities, and if the operation of the progressive 
rates in the Wisconsin income tax, after effect is given to 
the offset, results in only a slight or small modification of 
graduation in the case of the larger incomes and in a 
material reduction in the graduation as applied to the 
smaller incomes, there should be but little complaint from 
objectors to the offset system. 

2. It is maintained that the offset leads to discrimina- 
tion against real estate owners, since only personal prop- 
erty can be used as an offset. The objection is raised that 
while a person owning an automobile and paying a per- 
sonal property tax thereon is allowed to offset his income 
tax, a home owner is deprived of this privilege. Since the 
enactment, at the last session of the legislature, of a $500 
exemption to all home owners, this contention (essentially 
an argumentum ad hominem) has lost a great deal of its 
force, for obviously personal property is discriminated 
against in this instance. Furthermore, in practically 
every sound plan advanced for meeting the increased cost 
of road construction and maintenance, it has been urged 
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that the personal property tax on automobiles should be 
retained if the personal property tax is entirely eliminated. 
Thus, it has not been planned to discriminate against the 
home owner in favor of the automobile owner. Under 
present conditions, the exemption granted to the one 
virtually balances the advantage accruing to the other by 
virtue of the offset. 

3. It is contended that the offset is conducive to false 
classification and demoralization of the assessment ma- 
chinery. Because the offset will wipe out the income tax 
anyway, it is urged, there is a temptation to accept almost 
any kind of a return from taxpayers. Taxpayers, it is 
claimed, often endeavor to persuade assessors to include 
what the law terms as real estate among personal property 
in order that the offset may be increased. This conten- 
tion is, however, not an argument against the offset 
provision in particular, since in the last analysis the 
success of the entire tax system is primarily dependent 
upon the integrity of those who are delegated the task of 
administering it. Just as there are instances of collusion 
between assessors and taxpayers in the matter of classifica- 
tion of property as between real and personal, so there are 
cases of dishonesty in the entire field of valuations of real 
estate alone. Ifa taxpayer can influence the local assessor 
to classify real estate as personalty, contrary to law and 
regulations, he can also influence him to reduce or keep 
down his valuations below the level applying to his neigh- 
bors. In either case there is temptation and in either case 
the resulting action of the assessor is reprehensible and 
discriminatory. Legislation cannot and ought not be 
changed merely because its provisions offer temptations to 
violation. In the eyes of the law it would appear that 
deliberate misclassification of property, where the regula- 
tions and instructions are clearly set forth by the tax 
authorities, is a clearly more reprehensible offense than 
undervaluations or overvaluations which are matters of 
personal judgment and can more easily be defended. 
Hence, the dishonest assessor would be running a greater 
risk to misclassify property, and instances of this kind 
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would be less frequent than in the other branches of the 
assessor’s activities. 

4. It is held that since approximately 45% of all income 
taxes levied are paid by personal property tax receipts, the 
offset system entails unnecessary costs to the state in 
making unproductive assessments. Given the same in- 
come tax return, one with no personal property offset and 
one with a full offset, the force of the tax commission, it is 
stated, is required to devote as much time in assessment 
and audit in the one case, where a cash payment is in- 
volved, as to the other where the tax assessed is com- 
pletely liquidated by the offset. This contention is based 
on the assumption that the latter returns would not have 
to be audited if the offset provision were not in operation. 
This represents, of course, a serious fallacy. If the ad- 
ministration of the tax system is to be successful, all 
returns would have to be inspected and audited in any 
event, no matter what the yield may turn out to be in the 
final process. As far as loss of effort in assessments is 
concerned, the bulk of income taxes are paid by personal 
property tax receipts and cash combined; in cases where 
the offset exceeds the levy, it is clear that the excess of 
personal property taxes paid over the income tax assessed, 
which the offset and personal property tax system in 
combination makes possible, more than counterbalances 
by far the cost of securing and handling unproductive 
income tax assessments. 

On the other hand, the following arguments are ad- 
vanced in favor of retaining the offset so long as the per- 
sonal property tax is in operation: 

1. When the income tax law was enacted, it was the gen- 
eral understanding, it is held, that the personal property 
tax would shortly be removed from the statute books, as 
fully indicated above, and that the income tax would re- 
place it completely. The offset was inserted to prevent 
double taxation in the case of such personal property as 
was not specifically exempted from the tax roll at the time 
of enactment of the income tax law, while at the same time 
insuring to all governmental authorities the normal 
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revenue from these sources as theretofore secured. 
According to the decision of the Supreme Court above 
referred to and according to the prevailing notion, it is 
claimed that the intention was to install two systems of 
taxation, viz. (1) taxation of real estate on the basis of 
capital values; (2) taxation of all personal property through 
a general income tax. In the eyes of many, retention of 
the income tax, together with the personal property tax, 
and elimination of the offset, would, therefore, constitute 
a violation of an understanding given to taxpayers at the 
time of enactment of the income tax law. This would put 
into effect three systems of taxation, viz., on real estate, 
personal property and incomes. 

2. Since the income tax was to supplant the personal 
property tax in foto, it follows that elimination of the offset 
would result in double taxation of the gravest character. 
There would be payable a tax on incomes and a tax on 
personal property, instead of one tax as at present (which- 
ever is the higher). It may perhaps be argued that under 
the present system of taxation, as upheld by the courts, 
double taxation frequently results and that real estate is 
taxed on both its capital value and the income it yields. 
It must be remembered, however, that the general income 
tax was intended to replace only the personal property 
tax, even though, in theory, it incidentally results in 
double taxation of some other objects, such as real estate.! 

3. Elimination of the offset would result in gross dis- 
crimination as between various forms of capital. Secur- 
ities, for example, are taxed on the income they yield; in 
the case of the smaller income recipients, they are not 
taxed at all because of the personal exemptions, and in the 
hands of other taxpayers, securities are taxed up to a 
maximum of 6% of the income. Merchants and manufac- 
turers’ stocks and inventories, on the other hand, would be 
taxed not only on the income they yielded but in addition, 
at over 2% of their value. The latter tax is alone equiva- 
lent to an income tax of 20%, if it is assumed that mer- 


1In actual practice, however, the income tax does not involve double taxation 
on the bulk of real estate, because of the operation of personal exemptions, the 
elimination of rental value as income, deduction of real estate taxes paid, etc. 
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chants and manufacturers earn 10% net on their stocks. 
The burden of taxation would be particularly heavy on 
those manufacturers whose turnover of products is rela- 
tively slow and on those merchants who carry extensive 
lines of goods. Where inventories are high, the personal 
property tax is high and the offset is of great significance. 
Automobile manufacturers, for example, turn their inven- 
tories normally ten to twelve times a year, whereas makers 
of heavy machinery and agricultural implements require 
more than a year to make a turnover. Again, the prin- 
cipal service which the home merchant offers is a sizable 
stock of goods from which customers can make their selec- 
tions; these stocks are conspicuous and are fairly accu- 
rately assessed for the personal property tax. If the home 
merchant is obliged to pay an income tax on his business 
and, in addition, a personal property tax, it is clear that 
his prices will have to be advanced. This increased cost 
is likely to transfer a material part of the retail business to 
mail order houses outside the state (within short reach of 
Wisconsin consumers, as in Chicago), which businesses are 
subject only to a personal property tax, which is, further- 
more, payable for the support of governmental author- 
ities other than those in the State of Wisconsin. There can 
be no question that the Wisconsin taxpayer would, there- 
fore, be at a disadvantage in his competition with those of 
other states, particularly those adjacent. 

4, The present combination of personal property tax 
and offset results in appreciable revenues over and above 
what would otherwise accrue were both eliminated. This 
is an argument in favor of the retention of the present 
status quo, rather than in behalf of the offset as such. 
There are a number of cases where the amount of personal 
property tax paid regularly exceeds the income tax 
liability. Were only the income tax in operation, and the 
combination of personal property tax and offset eliminated, 
this excess tax would no longer be forthcoming. Under 
the present system, whichever tax is higher is the one that 
is paid; this circumstance works no injustice on the 
industry which requires heavy investments in personal 
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property to produce the same volume of salable goods as 
one with smaller amounts of personal property. Thus, 
the combination of personal property tax and offset serves 
to stabilize tax revenues and to counterbalance in large 
measure the relatively wide variations in income tax 
revenues from year to year. There is also the added con- 
sideration that in the case of some rural taxing districts, 
the elimination of this excess revenue is likely to cause 
embarrassment and result in a higher tax rate on all 
other property. 

5. Elimination of the offset is likely to increase the 
burden of taxation on those farmers who pay an income 
tax at the present time. A large portion of the farmer’s 
wealth consists of personal property in the form of wagons, 
trucks, automobiles, cattle, horses, crops, etc., and if he 
were unable to use his personal property tax as an offset 
against his income tax, it is clear that in such instances his 
burden of taxation would be automatically enhanced. 
This might, however, be counterbalanced by reduced 
taxation as a result of increased personal property tax 
revenues from business concerns. 

From the foregoing discussion it appears, therefore, that 
sound argument is overwhelmingly in favor of retaining 
the offset if the personal property tax is allowed to remain 
on the statute books. 

Complete abolition of the personal property tax (and 
along with it the offset) has also been urged, not only in 
fulfillment of the understanding previously referred to but 
also for administrative reasons. Difficulties still abound in 
properly assessing such personal property as is still taxable 
and the records are replete with inequalities and un- 
scientific results. Elimination of the personal property 
tax 1s, however, likely to be attended with great hardships 
in individual communities. First, it must be remembered 
that the income tax, which is designed to replace it, is not 
distributed in the same manner as personal property. The 
income tax is derived in bulk from urban centers that 
participate in the proceeds to the extent of 70% (the 
county, in addition, receiving 20%). While personal 
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property bulks fairly large in total assessed valuations, 
the loss as a result of the abolition of the personal property 
tax will be more than offset, by far, by receipts from the 
income tax. Rural communities contribute, however, but 
little in income taxes and receive but little revenue as their 
share. On the other hand, in the latter case, personal 
property assessments play an important réle, in the form 
of livestock, wagons, carriages, sleighs, etc., and the 
abolition of the personal property tax would leave them 
with no substitute revenues. In such event, a heavier 
burden would fall on real estate. Second, removal of 
personal property from the assessment rolls would ad- 
versely affect the taxing and borrowing powers of the local 
governments, since the constitutional percentage limita- 
tions are based on the assessment of all property within 
any given taxing district. 


To tide these communities over the period of readjust- 
ment until new sources of revenue are devised, or perhaps 
as a permanent substitute, it was therefore suggested that 
a measure of home rule as affecting classification of 
property for taxation purposes be granted to localities. 
This had been attempted in 1913, in the form of an amend- 
ment to the Constitution which was passed once by both 
houses of the legislature but which failed of passage at the 
succeeding session of the legislature, thus ending the 
attempt to change the Constitution in this respect.!' The 
resolution was worded in the following language: 

“The legislature shall have the power to authorize counties, 
towns, cities and villages, by a vote of electors therein, to 
exempt from taxation, in whole or in part, designated classes 
of property; but the value of such property exempted by any 
county shall be included in the assessment and equalization for 
state taxes, and the value of such property exempted by any 


town, city or village shall be included in the assessment and 
equalization for state and county purposes.” 


No county could exempt personal property from state 
or municipal taxation; its privileges and power would ex- 
tend only to property subject to taxation for its own pur- 
poses. ; Likewise, no municipality would have the power 


1Biennial Report of State Tax Commission, 1914, p. 129. 
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to exempt personal property from either county or state 
taxation, but merely from municipal taxation. 

While the object of this plan possesses the merit of 
attempting to render possible the total elimination of the 
personal property tax without any corresponding increase 
in general burdens, it is an open question whether it does 
not run counter to the tendency in recent years in the 
direction of greater centralization of assessment and free- 
dom from local influences which tend to produce inequal- 
ities and injustice. The oustanding evils in the adminis- 
tration of the general property tax are in large part trace- 
able to a decentralized system of assessments and this plan 
would appear to intensify a situation that is admittedly far 
from satisfactory. 


EXEMPTION OF DIVIDENDS 


Section 71.03, paragraph 5, and Section 71.04, para- 
graph 4, of the Wisconsin income tax law specifically 
exempt, in the case of individuals and corporations 
respectively, dividends or income received within the year 
from stocks or interest in any corporation, joint stock com- 
pany or association whose net income is subject to the 
income tax. Provision is also made for only a partial 
exemption of such dividends in the case of corporations 
and associations whose entire net income is not subject to 
the Wisconsin income tax. This provision was primarily 
inserted to avoid double taxation. As expressed by the 
Tax Commission, 

“It was conceived that the purpose of the law as it stands 
was to give the stockholder receiving the dividend an exemp- 
tion in those cases where the paying corporation had paid a 
tax on the fund represented by the dividend, and thus avoid 
double taxation; and conversely, that all dividends paid not 
theretofore taxed as the income of the paying corporation 


should be subject to taxation as a part of the income of the 
stockholder receiving them.’’! 


Hon. Thomas E. Lyons, at present the highly capable 
Chairman of the Wisconsin Tax Commission, in defending 
this section of the law, stated: “As corporations pay the 

1Biennial Report of the Wisconsin Tax Commission, 1916, p. 50. 
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tax on their entire net income, provision is made for de- 
ducting the dividends received therefrom to avoid double 
taxation.’”! 

In recent years, however, the Tax Commission has be- 
gun to reverse itself on the necessity for exempting divi- 
dends for the purpose of avoiding double taxation. In the 
1920 biennial report,? the Commission suggested that the 
exemption of dividends be limited to $5,000 as the maxi- 
mum, in addition to the personal exemptions. 


“Should this recommendation be followed, it is predicted 
that the income assessed will be considerably greater and that 
those individuals whose taxable incomes are increased will, 
with the exemption of $5,000 plus the family exemption, have 
sufficient income left untouched by the tax upon which to live 
in comparative comfort.’ 


In the 1922 biennial report, to which the investigator 
had access in manuscript form,‘ the Tax Commission has 
gone much further and has advocated the full taxation of 
all dividends in the hands of recipients. In the words of 
the Commission, 

“A corporation is one person, a stockholder another, and 
each should respond to the tax as a distinct taxable person, 
regardless of the source from which the income is derived. 

All other incomes, as they pass from one person to another, 
are taxable to each succeeding recipient, and to make an 


exception in favor of dividends, which are income of the 
highest order, cannot be justified.” 


After referring to the recognition of this principle in the 
laws of New York and Massachusetts, the Commission 
says, 

““A further precedent is found in the federal income tax law 


which imposes very large surtaxes on individual income of 
whatever nature and from whatever source derived.” 


A still further reason for the taxation of dividends in 
the hands of recipients is found in the existence of the 
personal property offset, whereby 


“A combination results which wholly exempts from taxation 
the income of corporations, both to the corporations them- 
tAnnals of the American Academy of Political and Social Science, “The 
Wisconsin Income Tax,” Vol. 58, March, 1915, p. 80. 
2Page 44. 
3Tbid. 
The 1922 biennial report has not been published as yet, because of lack of 
funds. 
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selves and to the stockholders who receive the corporate in- 
come in the form of dividends. A corporation’s income under 
the offset provision may be assessed but never taxed... . 
It is believed that the offset provision and the provisions ex- 
empting dividends from taxation were inserted in the law at 
its inception as mere expedients for the purpose of disarming 
opposition to its enactment by making it as ineffectual as 
possible while retaining the semblance of income taxation. 
Now that opposition to income taxation has practically ceased, 
and it is strongly entrenched in public favor, it is unnecessary 
to longer retain these expedients to insure its permanence.” 


The last position taken by the Tax Commission would 
appear to be denuded of defense. While in legal fiction 
there exists a separation between the interests of the 
stockholder and those of the corporation, it requires but 
little discussion and still less imagination to appreciate 
the identification of interests, in the last analysis, between 
the stockholder and the corporation. The wages, rents, 
salaries and interest paid out by corporations to others 
are taxed in the hands of recipients, since they have been 
left untouched by taxation from the moment they ap- 
peared as a liability on the books of the corporation to the 
time that they reached the ultimate recipient. The tax is 
then imposed once. Now, after the corporation has met 
all its costs and accrued liabilities, it reports a net income 
or surplus for the year which becomes taxable for corpora- 
tion tax purposes. This net income belongs to the stock- 
holders. To be sure, it is under the control of the corpora- 
tion through its board of directors, but the latter is elected 
by the stockholders whose interests it represents in the 
last analysis. Part of this net income is turned over to 
the government in the form of the corporation income tax; 
of the remainder, a part is distributed to stockholders in 
the shape of dividends, and the balance, if any,is carried to 
profit and loss account of the corporation. The amount 
distributed in dividends has already been taxed in the 
hands of the corporate entity whose interests are identical 
with those of the stockholders. To tax this share again in 
the hands of the recipient stockholder constitutes not only 
double taxation but also an unfair and exclusive discrimina- 
tion against this particular form of income. Additional 
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discrimination would result as between resident and non- 
resident stockholders, which latter cannot be reached by 
the Wisconsin income tax. 

To be sure, there are some cases where a corporation’s 
personal property offset may exceed the income tax 
assessed against it, in which case the corporation pays no 
income tax and the stockholder, receiving a dividend, has 
also paid no income tax either directly or indirectly. In 
such cases, the fact must not be overlooked, however, 
that the full equivalent of the income tax, and some- 
times more has been paid in the shape of a personal 
property tax. In so far as the law permits offsets, 
there certainly has been no avoidance of income taxa- 
tion. Many corporations would in fact benefit by the 
abolition of the personal property tax as suggested above 
—a recommendation concurred in by the State Tax Com- 
mission and students of the subject—since their personal 
property tax offset exceeds their income tax liability. It is 
unreasonable to urge that in order to reach cases of this 
kind, an income tax on dividends should be enacted into | 
law, when at the heart of the difficulty is the retention of 
the personal property tax which the income tax was in- 
tended to replace at the time of its adoption. 

Analogy with the federal income tax law or with that of 
other states is of little avail. The Federal Government 
places a heavier burden on the individual than on the 
corporation, while Wisconsin reverses the process. The 
latter circumstance would tend to strengthen the position 
taken above with respect to the exemption of dividends, 
since income in the hands of corporations is more heavily 
taxed in Wisconsin than the same income in the hands of 
the individual, and also since the bulk of individual in- 
comes falls within the lower brackets while the bulk of 
corporate incomes falls within the higher brackets. Both 
New York and Massachusetts, which the Commission cites 
as precedents, exempt corporate personal property from 
general property taxation, such as machinery and the like, 
but New York is the only state that does not exempt divi- 
dends from income taxation in the hands of individuals. 


100 TAX PROBLEM IN WISCONSIN 


In Massachusetts, dividends derived from corporations 
subject to the special corporate taxes are exempt from the 
tax in the hands of individuals.! The apparent reason 
for the omission in the case of New York is that the tax on 
corporations in New York is a franchise tax, so termed in 
law, and is not a part of a system of income taxation as 1s 
true of Wisconsin. New York and Massachusetts had 
originally imposed taxes on corporations based on capital 
stock, “‘corporate excess,” etc., which were independent of 
individual income taxation. New York was the first state 
in the Union to single out corporations for general taxation 
—in 18232—but the personal income tax was not adopted 
until 1919. The basis of New York’s general corporation 
tax was changed to net income in 1917 and in Massa- 
chusetts this altered basis of taxation went into effect in 
1919.* Individual and corporate income tax systems grew 
up independently and are not parts of a unified plan of 
taxation. But even if this were not the explanation, 
fallacious or perversive principles found in existing laws of 
any state cannot and ought not to be invoked as a prec- 
edent for their duplication elsewhere. 


As a matter of fact, in states where an income tax 
system is in operation which applies to both individuals 
and corporations, dividends received from corporations 
whose net profits are subject to the income tax are as a rule 
exempted from the tax on individuals. This situation 
obtains in Missouri, North Carolina, North Dakota, South 
Carolina and Virginia. 


1General Laws Relating to Taxation, Chap. 62, Section 1 (b). The law ex- 
pressly states that there are taxable “dividends, other than stock dividends 
paid in new stock of the company issuing the same, on shares in all corporations 
and joint stock companies organized under the laws of any state or nation other 
than this commonwealth, except banks the shares of which are subject to taxa- 
tion under section one of chapter sixty-three and except such foreign corpora- 
tions as are subject to a tax upon their franchises payable to the commonwealth 
under section fifty-eight of chapter sixty-three.”” This law was first enacted by 
Chapter 269 of 1916, “‘but as a practical matter this dates from Chapter 208 
of 1864 when the stock of Massachusetts corporations in the hands of the 
individuals was first exempted from taxation.” Letter of H. F. Long, Com- 
missioner of Corporations and Taxation, April 28, 1924. 

2K. R. A. Seligman, “Essays in Taxation,’’ Ninth Edition, The Macmillan 
Co., New York, 1921, p. 146. Corporation taxation in its present-day manifes- 
tations however, came later, in 1880. 

‘In addition, Massachusetts still retains the tax on corporate excess. 
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ProposEp LEGISLATION 


While the matter of taxation has loomed important at 
all sessions of the Wisconsin Legislature in the past decade 
or two, it was at the last biennial session in 1923 that it 
occupied in particular the forefront of legislative discus- 
sion and led to wide dissensions even among groups of the 
same political alignments and tendencies. Legislative 
broadsides were particularly leveled at the income tax law 
as it stood on the statute books and serious attempts were 
repeatedly made to alter some of its fundamental features, 
with but little success, on the whole. The issues were, 
however, so sharply defined and the conflict of interests so 
well silhouetted on the political background that it appears 
desirable to review the facts rather briefly, in order to 
afford an idea of the state of uncertainty and instability 
that has confronted industry in Wisconsin during recent 
years. 

A special session of the legislature was convened on 
March 22, 1922 for the express purpose of enacting meas- 
ures to curb what was considered wholesale tax evasion 
and for repealing the secrecy clause with respect to in- 
come tax returns. It was also urged that the statute of 
limitations of three years within which additional assess- 
ments might be made by the Tax Commission should 
be extended to six years, and that sufficient appropria- 
tion be granted to the State Tax Commission for the 
purpose of auditing income tax returns, which had been 
carried out only on a modest scale theretofore.t Limited 
publicity of the income tax returns was, however, granted 
bya bill which passed both houses of the legislature, classi- 
fying and strengthening the law so that state, county and 
local officials might examine the returns. This bill was 
vetoed by the Governor. The legislature passed a law 
which was approved by the Governor, permitting returns 
to be audited for a period of six years back. 

In his biennial message to the legislature convened in 
regular session on January 11, 1923, the Governor urged 


Yournal of the Assembly, March 22, 1922, pp. 2 ff. 
2Tbid. March 28, 1922, pp. 45-47. 
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a reduction of the amount levied on general property, an 
increase in rates of the income tax which will compensate 
for any deficiencies arising as a result of the first proposal, 
increase of personal exemptions to approximately the level 
of the federal income tax law, taxation of dividends and 
repeal of the secrecy clause in connection with returns. In 
a special message to the legislature read on March 28, 

1923, the matter was dealt with more specifically i ina lee 
of propoeas which were incorporated in a draft of a bill 
as follows:! 


(1) One-man tax commission, instead of three as at present; 

(2) Reduction of number of assessors of incomes from 40 to 
10 and elimination of supervisory powers; 

(3) Abolition of state equalization of assessments; 

(4) Rates of corporate income tax, ranging from 21% on first 
$1,000 of income to 7% on $6, 000 and over; 

(5) Increase in exemption for children and dependents from 
$200 to $300; 

(6) Increase in personal income tax rates, ranging from % 
of 1% on first $500 to 10% on twelfth thousand of 
income; 

(7) Taxation of dividends received from corporations other 
than banks (beginning after first $4,000 of income), 
ranging from 144% on first $1,000 to 5% on eighth 
thousand and above; 

(8) Meee of distribution of the tax (from 10%, 20%, and 

70%, respectively to state, county and district) as follows: 
634% to the state, to a maximum of $7,800,000 (of 
which a maximum of $4,000,000 would be reapportioned 
back for school purposes), and 36 24% to town, city or 
village in which tax is assessed. Surplus over $7,800,000 
was to be returned to counties on basis of assessed 
valuations, after deducting $500,000 for state general 
fund purposes; 

(9) Repeal of all mill and special taxes on property for 
state purposes (for schools and interest on certificates of 
indebtedness); 

(10) Repeal of secrecy clause; 

) Application of the personal property offset only to the 
portion of the income tax reverting to the local govern- 
ments, to a maximum of 50% of the income tax due in 
any individual case; 

(12) Permission to audit returns as far back as Tan. 1, 1915: 


The effect of these proposals would have been to relieve 
property owners of roughly $6,650,000 in taxes, inuring 


to the extent of 53% to rural districts, which sum was to 
1Senate Journal, March 28, 1923, p. 568 ff. 
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be derived from increased income taxes. These measures 
would obviously have benefited rural districts consider- 
ably, especially the northern and central counties, and 
would have adversely affected the finances of the cities 
and larger towns. The latter, which contribute the bulk of 
the income tax, would have received back less of the 
income tax receipts than theretofore, while the rural 
districts, relieved of the state property tax, would still have 
returned to them in state aid practically the same amount 
as theretofore. The net effect would have been to increase 
the property tax rates for city purposes and to decrease 
the property tax rate in agricultural districts, which 
would have still further intensified the disparity already 
existing between these groups, as shown above,! and 
would have operated to enhance the disadvantage of Wis- 
consin’s industries as compared with neighboring states. 

This bill was introduced in the Senate as Bill No. 314 S, 
but after adopting a few amendments relating mainly to 
changes in method of apportioning the proceeds and the 
substitution of a one-man tax commission, the Senate 
finally refused engrossment? of the bill by a vote of 19 to 
12 and the measure was thereby killed. 

Thereafter there appeared in the Senate and Assembly 
bills sponsored by individuals or the finance committees, 
the principal features of which are herewith briefly sum- 
marized, together with a statement of their ultimate dis- 
position: 

I. Bill No. 446 8.8 : 

(a) Exemptions for children and dependents increased 
to $300; 

(b) Rates on individuals increased, ranging from 1% 
on first $1,000 to 9% on tenth thousand and 10% 
on fifteenth thousand and above; corporation tax, 
flat rate of 4%; 

(c) Audits permissible with respect to years following 
January 1, 1915, with 6% interest on additional 
assessments; 

(d) Division of proceeds: 50% to state, 10% to county 


and 40% to local district; 
(e) Repeal of mill taxes; 
1Pages 17ff. 5 ! ; ay t 
2Engrossment refers to the procedure in connection with a legislative bill, 
which is preparatory to its being put upon its final passage. 
3With amendments No. 6 S and No. 10S, which were adopted. 
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(f) Consolidated returns may be required, with pro- 
vision to overcome no-profit transactions; 
(g) Limitation of personal property offset to $25. 


This bill was defeated by a vote of 19 to 12 in the 
Senate. A final motion to reconsider the bill received an 
adverse vote of 17 to 14. 


Il. Bill No. 314 S43 

(a) Exemptions for children and dependents, $300; 

(b) Rates on individuals increased, ranging from % of 
1% on $500 to 10% on above $12,000; corpora- 
tions, 2% on first $1,000 to 7% on $6,000; 

(c) Dividends taxable exceeding $3,000 of income at 
1% on first $1,000 to 6% on $10,000; 

(d) Audits from January 1, 1915; 

(e) Distribution of proceeds of income tax: 60% to 
state and 40% to tax districts; 

(f) Limitation of personal property offset to $10; 

(gz) Repeal of state mill taxes. 


Engrossment of two bills containing similar provisions 
was refused by votes of 23 to 8 and 19 to 12 respectively, 
in the Senate. 


III. Bill No. 67 8.2 

(a) Exemptions increased to $1,800 for married 
persons and $300 for each child and dependent; 

(b) Surtax on individual incomes, ranging from 1% 
on first $1,000 to 9% on sixteenth thousand, 10% 
on twenty-sixth thousand, 11% on _ fifty-first 
thousand and 12% on excess above seventy-fifth 
thousand; corporations, 4%. This surtax was to 
be in addition to all existing income taxes and sur- 
taxes, applying to incomes in excess of $3,000, and 
no personal property offset allowed; 

(c) Repeal of exemption of dividends; 

(d) Repeal of bulk of state mill taxes on property. 


Engrossment and third reading was refused by a vote 
of 16 to 15. Vote was reconsidered (15 to 16 vote) and 
engrossment and third reading was finally refused by a 
vote of 17 to 14. 


IV. Bill No. 250 48 
(a) Rates increased on individuals ranging from 1% 
on first $1,000 to 10% on ninth thousand, 10% on 
tenth, 12% on eleventh, 14% on sixteenth, 16% 
Substitute Amendment No. 1 S, with amendments 1 S and 2 S, which had 
been adopted. 


Amendment No. 1 S having been adopted. 
s’With amendment No. 1 A adopted. 
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on twenty-fifth, 18% on fifty-first and 20% on 
seventy-fifth thousand; flat tax of 6% on corpora- 
tions; 

(b) Distribution of proceeds: 50% to state, 10% to 
county and 40% to district; 

(c) Personal property offset repealed; 

(d) No exemption of dividends received from corpora- 
tions; 

(e) Repeal of state mill taxes. 


This bill was amended and ordered engrossed by a vote 
of 80 to 17. 


V. Bill No. 2504.1 
' (a) Exemption of dividends reduced to one-half only 
of amount received; 

(b) Exemption for each child and dependent increased 
to $300; 

(c) Rates on individuals increased, ranging from 1% 
on first $1,000 to 10% on $15,000 above; on 
corporations, 2% on first $1,000 to 7% on $6,000 
and above; 

(d) Consolidated returns in case of affiliated companies; 

(ce) Permissive audit as far back as January 1, 1915; 

(f) Distribution of proceeds: 60% to state and 40% 
to district; 

(g) Personal property offset limited to $10; 

(h) Repeal of state mill taxes. 


This bill was passed in the Assembly on June 20, 1923, 
by a vote of 68 to 13, but was defeated in the Senate, in 
the vote for third reading, by 16 to15. Immediately after 
the latter vote, there was a motion for reconsideration in 
the Senate of the vote by which third reading was refused, 
but this was lost by a vote of 17 to 14. 


VI. Bill No. 25042 
(a) Increased exemption for each child or dependent, 
$300; 
(b) Rates on individuals increased, ranging from 1% 
on first $1,000 to 10% on above $15,000; flat rate 
of 4% on corporations as a franchise tax; 
(c) Permissive audit to January 1, 1915, with interest 
on additional assessments at 6% per annum; 
(d) Distribution of proceeds: 50% to state, 10% to 
county and 40% to district; 
1Substitute Amendment No. 1 A. This bill differs from the preceding one, 
having a different amendment attached thereto. 4 
2Substitute Amendment No. 1 S, as amended by Amendment No. 1S. This 
bill differs from the preceding one, having a different amendment attached 
thereto. 


106 TAX PROBLEM IN WISCONSIN 


(e) Personal property offset limited to $25, not includ- 
ing back taxes; 

(f) Exemption of dividends repealed; 

(g) Consolidated returns in case of affiliated corpora- 
tions, with provision to overcome no-profit trans- 
actions; 

(h) Repeal of state mill taxes on property; _ 

(i) Limitation of local property tax levies in 1924 and 
1925 to rate levied in 1923 less state taxes which 
are repealed; exceptions in cases of emergency, in 
which event computations must be entered 
separately on tax roll as “increased taxes for local 
(or county) purposes above 1923.” 


This substitute amendment was adopted by the Senate 
by a vote of 16 to 15, but the bill was later defeated for 
third reading by a vote of 16 to 15. 

After the above bills were all disposed of, others were 
introduced of a less comprehensive character, the principal 
ones being as follows: 

1. To repeal the personal property tax offset. Passed 
the Assembly by a vote of 57 to 7 but was killed in the 
Senate (third reading being refused) by a vote of 17 to 16. 

2. To repeal the personal property tax offset with res- 
pect to back income taxes.2. Passed the Assembly by a 
vote of 68 to 17 but was nonconcurred in by the Senate 
without a roll call vote. 

3. To repeal the deduction of dividends received from 
corporations with respect to personal income tax returns.? 
Passed the Assembly by a vote of 50 to 24 but was non- 
concurred in by the Senate, the vote being 17 to 8. 

4. To permit separate returns and deductions for hus- 
band and wife.* The effect of the amendment would have 
been to divide family incomes in two parts at least and to 
permit computation of the tax at lower rates in each case, 
in addition to affording an initial exemption of $1200 to 
the husband and wife separately. Passed both houses of 
the legislature but was vetoed by the Governor.* 

A joint resolution was introduced,® providing for the 
appointment of a joint interim legislative committee to 


INo. 132 A. 2No. 112 A. 8No. 116 A. 4No. 288 S. 
Senate Journal, July 14, 1923, pp. 1524 #. 
8Jt. Res. No. 34 S. 
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make a survey and investigation of different systems of 
property and income taxation, to recommend as to the 
advisability of any change in the Wisconsin system and to 
report its findings to the 1925 legislature. The adoption 
of this resolution would have gone a long way toward 
clarifying the entire tax situation. It passed the Senate 
by a vote of 17 to 16, but was nonconcurred in by the 
Assembly by a vote of 60 to 11. 


After all the above income tax bills had been killed, no 
further attempt was made by the Senate Finance Com- 
mittee to sponsor a new bill. As stated by the ranking 
conservative member of the Senate Finance Committee, 


“The Wisconsin State Tax Commission, after making a 
survey of the income tax returns for the year 1922, estimates 
that under the present law the revenue received from income 
taxes on incomes accruing in 1922 will be at least 60% in 
excess of the revenue derived from this source for the year 
1921, which estimate is a minimum and shows that there is 
no emergency and no reason for increasing such taxes. Italso 
appears from the reports of the State Treasurer that the 
balance in his hands at the end of the fiscal year 1922 is in 
excess of any balance heretofore existing. It would seem, 
therefore, that it is the duty of the legislature to reduce taxes 
upon a proper ratio. ... Any reduction in the income 
taxes, in order to be equitable, must be distributed pro- 
portionately upon the incomes and provision made for suit- 
able exemptions. In providing such reduction all of the con- 
ditions surrounding the commercial and financial interests 
and industries of the state must be considered and this is 
impossible without an intensive survey and study of these 
conditions as they now exist giving proper effect to the varia- 
tion of these conditions since the present law was enacted. ... 
Such survey and study will of necessity require the time and 
services of experts familiar with such questions and it would 
be impossible to intelligently prepare such a substitute or 
new bill in order to have the same acted upon at the present 
session of the legislature.’’! 


Thus, it will be seen that the sentiment of the legisla- 
ture was, on the whole, strong toward increasing consider- 
ably the burden of the income tax beyond the necessary 
requirements through enhanced rates, repeal of personal 
property offset or material reduction therein, taxation of 
dividends, stricter and more careful audits, larger penal- 
ties and the like. Every one of the important bills con- 

1Journal of the Senate, June 9, 1923, pp. 1199-1200. 
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tained a provision for repealing most or all of the state mill 
taxes on property and for redistributing the proceeds of 
the income tax, the net effect of which would have been 
to benefit the rural districts at the expense of the urban 
communities. That the finances of the latter would have 
been seriously disturbed by such arrangements is a matter 
about which there can be but little question. Many of 
the crucial votes were close indeed and the income tax 
measures failed of passage only through disagreement 
among members and uncertainty as to the extent to which 
radical legislation should be adopted. The legislature 
adjourned after having passed the following six principal 
amendments to the income tax law, viz., (1) 40% of the 
proceeds of the surtax for teachers’ retirement fund to go 
to cities of the first class (Milwaukee only)!; (2) the audit 
of returns to be permitted as far back as years following 
January 1, 1915, and additional assessments to be levied 
at not more than twice the original rate;? (3) partnerships 
to be taxed as individuals on their distributive share of 
net income, instead of as business entities;* (4) changes 
in rules of apportionment of income of persons doing 
business within and without the state;t (5) back taxes 
to be assessed with interest at the rate of 10% per an- 
num;* (6) repeal of secrecy clause in connection with 
returns. The State Supreme Court early this year held 
that the contingent 100% penalty as contained in (2) 
above was unconstitutional because the penalty was left to 
the whim of the Tax Commission and that the Tax Com- 
mission cannot change assessments already passed on. 
The Court held, however, that the interest penalty of 10% 
and the permission to audit returns up to January 1, 1915, 
if not already passed on, were measures not in conflict 
with the Constitution.® 

Rt of 1923, Chap. 413. The surtax is validated in Chap. 5, of Laws of 

Laws of 1923, Chap. 389. 

8Laws of 1923, Chap. 318. 

4Laws of 1923, Chap. 310. 

’Laws of 1923, Chap. 39. Thus, additional assessments for the year 1915 


assessed in 1924 would carry an interest penalty of 68.6%; 1916, 58.6%, etc. 
‘Milwaukee Fourna/, February 12, 1924. 
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As an indication of proposals made to meet extraordi- 
nary expenditures by new surtaxes on incomes, one case 
may be cited that made its appearance during the 1923 
session of the Wisconsin Legislature. Bill No. 3538S, 
passed by both houses, proposed to levy a surtax on 
incomes above $3,000 to cover the purchase price of a 
tract of land of 8,000 acres in Price and Sawyer Counties 
for a state park. This bill was vetoed by the Governor, 
giving the following reasons, among others: 


“Furthermore, I desire to restate my oft-repeated opposi- 
tion to the imposition of surtaxes, except in cases of emer- 
gency and except in those cases where the surtax can be ap- 
plied to a purpose closely related to the income taxpayer and 
where a person so situated may receive a special benefit not 
available to taxpayers generally. The imposition of a surtax 
in this case is not a solution of tax problems.’ 


EFFrects On INDUSTRY 


When an investigator attempts to measure the eco- 
nomic effects of any particular phenomenon, he must of 
necessity enter into a field bordering on speculation. His 
conclusions will not be supported in all cases by exact or 
complete proof, but in some cases at least will be in the 
nature of probabilities. So long as his conclusions are 
based upon experience and the record of human behavior 
under similar conditions elsewhere and at other times, 
however, they are likely to be no less weighty than as 
though they were supported by exact and unanswerable 
facts and figures. This fact is to be kept constantly in 
mind in any attempt to measure the effect upon industrial 
growth of the heavy and discriminating tax burden which 
the preceding pages show to rest at present upon the 
manufacturing industry in Wisconsin. 

In 1923, the Tax Commission was requested by the 
legislature to inquire what effect, if any, the system of 
taxation in Wisconsin had on corporations in that state and 
whether it proved to be so burdensome as to result in 
driving some industries out of the state. In its reply to 
the resolution of the legislature, the Commission main- 


1Journal of the Senate, July 13, 1923, pp. 1550-1551. 
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tained not only that the burden of taxation on corpora- 
tions was no higher than in neighboring states but that 
the statements respecting the departure of industry from 
the state were uncalled for and misrepresented the facts.! 
The Commission cited figures from the United States 
Census of Manufactures for 1909 and 1919 to show that 
in respect to number of employees, payroll, value of 
products, number of establishments, etc., Wisconsin’s 
growth compared very favorably with other manufac- 
turing states. Hence, the taxation system did not 
adversely affect industry in Wisconsin. There was, how- 
ever, neither proof for nor contradiction of the assertion 
that industry might have developed at an even faster 
pace, had the uncertainty and agitation for increased 
taxation not manifested itself in Wisconsin. 

Even if the Tax Commission’s procedure were con- 
sidered a valid method for arriving at hard and fast con- 
clusions, it would appear that the case was by no means 
fully proved. A comparison of the year 1909 (the census 
period next preceding the year of enactment of the income 
tax law) with 1919 was of little or no significance, since the 
large increase in taxation had scarcely begun in 1919 and 
the agitation for enhanced burdens on industry had just 
barely begun to assume an organized, political complexion, 
the results of which, actual and potential, did not begin 
to cause alarm until after 1919. Pursuing the method of 
analysis and comparison used by the Tax Commission in 
its investigation and report to the legislature and using 
later figures of the Census Bureau, i.e., those for 1921, it 
will be found that certain unfavorable tendencies were 
more marked in Wisconsin than in the neighboring states. 
The decline in number of establishments in Wisconsin 
was greater than in Illinois or Ohio; the reduction in 
number of persons engaged, in the value of products and 
in the amount of wages and salaries paid was larger than in 
Illinois or Indiana; and in respect to value added by manu- 


“Report of the Tax Commission in Response to Resolution of the Assembly 
Calling for a Statement of Taxes Paid by Wisconsin Corporations in Comparison 
with Those Paid by Corporations of other States and for the Effect of the 
Income Tax Law on Industrial Development,” March 27, 1923. 
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facture, the recession in Wisconsin was more appreciable 
than in Illinois, Indiana or Ohio. Comparing 1909 and 
1921, it is found that Wisconsin’s percentage of increase 
In persons engaged and salaries and wages paid was lower 
than in Illinois, Indiana, Michigan or Ohio; in respect 
to value of products, lower than in Indiana, Michigan and 
Ohio; and in respect to value added by manufacture, lower 
than all the neighboring states, including Iowa and Minne- 
sota, which are primarily agricultural states. 

The truth of the matter is, however, that sole depend- 
ence upon the inductive method in attempting to establish 
a relationship of cause and effect between any two phe- 
nomena very often leads to undependable conclusions. 
Moreover, it would appear in this particular instance that no 
sound or unassailable conclusions can be reached through 
the employment of data of such a general and broad char- 
acter as the Census of Manufactures affords. Thus, while 
fuller comparisons and more extended analyses than 
were made or used by the Tax Commission would have led 
to modifications in its conclusions, it is felt that this fact 
is not of prime importance. The whole method of ap- 
praisal adopted by the commission is considered to be of 
small and unsafe significance. 

Nor is it possible to formulate any valid conclusions on 
the basis of observed or alleged movements of industry 
from the state. The Tax Commission cites a few concerns 
referred to in the press whose exodus upon investigation 
proved to be due to other causes or whose departure from 
the state was prematurely heralded. It would be un- 
reasonable to expect corporations the factories of which 
still remain in Wisconsin and which have to remain at the 
mercy of taxing authorities as foreign organizations, to be 
unduly candid and, taking public officials into their con- 
fidence, to divulge the true reasons for their removal from 
the state. It cannot be gainsaid that there are a number 
of genuine instances on record where citizens of the state 
have transferred their residence or business to another 
state and that a few corporations that moved their head- 
quarters elsewhere were undoubtedly influenced to no 
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small extent by the character of the tax legislation already 
enacted or constantly and increasingly threatened. 

The effects of taxation uncertainty and instability are 
essentially remote rather than immediate, prospective 
rather than current. It is very difficult and uneconomical 
for an industry already established in one state to sell out 
its belongings therein in order to move into another. The 
loss in liquidation of its fixed assets and the cost of 
removal would in many cases preclude such removal. 
Once an industry is located in a certain place, it tends to 
remain there as long as it is carrying on its business witha 
moderate degree of success. But when the question of 
expansion arises, when the executives find that the existing 
plant capacity does not suffice for their requirements, 
there can be no doubt that the question of taxes becomes 
an important consideration and that the existing and 
prospective tax situation in Wisconsin inevitably argues 
for expansion elsewhere than in that state. 

The same conclusion would obtain with respect to new 
industries contemplating locating in Wisconsin. Outside 
capital will tend to avoid a state where tax legislation is 
in a continual state of flux and where attempts are con- 
stantly being made to enact tax laws which in their actual 
effect discriminate against industry. As was noted above, 
in one session of the legislature there were introduced 
without much study or consideration income tax bills, 
some failing of adoption by only one vote, which would 
have doubled or trebled the rates, and would have placed 
on taxpayers a still further increase of 50% or more in the 
burden by the complete repeal or virtual elimination of the 
personal property offset. Some of these bills went further 
and aimed to place a discriminatory tax on dividends re- 
ceived on stocks of corporations, which might have se- 
riously hampered the introduction of fresh capital and 
might have led to unwise corporate financing through 
bonds, thus increasing fixed charges and rendering costs 
less flexible. Where the by-word of some members of the 
legislature is “soak the corporations and the rich,” 
reason, moderation and fairness must in the long run 
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give way to demagoguery, injustice and a condition bor- 
dering on disaster. 

The harmful influence of such tax agitation as has 
characterized recent years will thus reflect itself in the 
future and, as time moves on, it will become intensified, 
perhaps aided by unwise legislation along other lines. The 
relatively heavy burdens on Wisconsin industry today are 
essentially subordinated to the fear that conditions may 
become less and less tolerable as time wears on and to 
inability to foresee where and when the movement will 
end. Many of the enterprises that Wisconsin now boasts 
of have grown up within the state and have expanded 
operations until they are now of national importance. 
Their owners want to retain their residence in the state 
and contemplate removal elsewhere with great reluctance. 
Uncertainty which arises from a violation of one of the 
principal canons of taxation is, however, always present 
and occasions considerable alarm. The proposed tax 
legislation in recent years has kept industry in a condition 
of unsettlement and bitter opposition; capital has already 
become hesitant. A continuation of this attitude will in 
the long run be disastrous to the progress and welfare of 
Wisconsin. Measures that severely penalize thrift, se- 
riously weaken or destroy initiative, check the spirit of 
risk-taking or repress effort carry in themselves the germs 
of industrial decadence. 


CHAT Tw, 
THE INHERITANCE TAX IN WISCONSIN 


History 


In recent years the problem of inheritance taxation has 
come to occupy serious attention, especially since the 
enactment of the federal estate tax law. 

The Federal Government had utilized this as source 
of revenue only in emergencies, as in the Civil and Spanish- 
American wars and during the recent war. The move- 
ment for inheritance taxation by the individual states 
had not, however, begun to assume proportions until 
about the last decade of the nineteenth century and for 
two decades thereafter there was a slow growth in the 
number of states with such laws. The rates were usually 
low and the exemptions very liberal; direct inheritance 
taxation was not very widespread. During the war and 
thereafter, the need for added revenues brought into the 
list many of those states that had no inheritance tax what- 
ever up to that time and forced others that had laws 
affecting only collateral heirs to extend their application 
to direct heirs as well. Rates were increased and exemp- 
tions lowered, the extent and degree varying from state 
to state, and were it not for the federal estate tax, it is 
highly probable that state inheritance taxation would in 
some instances have reached higher levels than those 
generally in effect at the present time. The only govern- 
ment authorities not levying an inheritance tax in any 
form in continental United States are Alabama, Florida, 
and the District of Columbia. 

An idea of the place which state inheritance taxation 
has come to occupy in the finances of governments in this 
country may be gleaned from the fact that in 1922 the 
individual states derived about $66,000,000 as their share 
from this source! and that the total, including the share 
of local governments, was probably in the neighborhood 


‘Preliminary release of the U.S. Bureau of the Census. This was 8% of all 
their tax revenues. 
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of $100,000,000, exclusive of the federal estate tax of 
$139,000,000. 

The shrinkage in estates, due to taxes, administration 
expense, debt, etc., has been by no means inconsiderable. 
A special investigation of 469 estates, ranging from 
$100,000 to $64,000,000, showed a total shrinkage in value 
of 25.8%, of which 16.5% was due to taxes.1 Federal 
estate taxes consumed 11.5% of the value of the 469 
estates and state inheritance taxes accounted for 5% of 
the valuation. 


RATES IN OPERATION 


The inheritance tax law was originally enacted in Wis- 
consin in 1903 and remained practically unchanged, except 
in matters of administration, application, etc., until 
1917.2, In the latter year, the rates of the tax were 
increased so as to enhance the probable yield to an extent 
estimated at from 25% to 33%, applicable to estates 
where death occurred after passage of the act. A year or 
two later, suggestions were again made for a further 
increase in the rates and the State Tax Commission, in its 
1920 biennial report, sounded a note of warning in the 
following language:* 


“The present rates in this state rank among the highest. 
The only state having a distinctly high rate is California. 
About one-third of the states may be fairly classed with Wis- 
consin; and about two-thirds of the states may be classified 
together as having rates that are materially lower. . 
While the state and national governments are taking about 
12 to 15 per cent of the large estates, it may be doubtful 
whether further increase of our state rates is advisable, espe- 
cially in view of the fact that this state is one of those having 
the highest state rates. If the federal estate tax should be 
repealed in the near future, it is probable that some advance 
in our rates might well be made; and it is likely that some 


1Figures compiled by Mr. D. Nelson of Minneapolis, Minn. The results were 
obtained from probate records in New York, Philadelphia, Pittsburgh, Cleve- 
land and St. Louis. 

2Laws of 1903, Chapters 44 and 249; Laws of 1905, Chapter 96; Laws of 1907, 
Chapter 500 and Chapter 660, section 36; Laws of 1909, Chapters 38 and 504; 
Laws of 1913, Chapters 627, 643, 753 and 773; Laws of 1915, Chapters 253 and 
498; Laws of 1917, Chapters 115, 318-322, inclusive. An inheritance tax had 
been adopted in 1899 but it was declared unconstitutional in 1902. The new 
law passed in 1903 was, however, upheld. 

SPage lls 
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increase will be made in other states. In the meantime it is 
a question well worth considering whether it is wise to advance 
our rates much beyond those prevailing in other states.” 

Despite this admonition, the legislature increased the 
inheritance tax rates in 1921 to almost twice those pre- 
vailing theretofore. From 1903 to 1921, the exemptions 
had remained the same, i. e., Class I, $10,000 to a widow, 
$2,000 to husband, wife, lineal issue and lineal ancestors; 
Class II, $500 to brother or sister, wife and widow of son 
and husband of daughter; Class III, $250 to brother or 
sister of father or mother; Class IV, $150 to brother or 
sister of grandfather or grandmother; and Class V, $100 
to all others. In 1921,1 the exemption to widows was 
raised to $25,000 but in 1923,? this amount was lowered to 
$15,000. All other exemptions have been left untouched. 

From 1903 to 1917, the inheritance tax rate for Class I 
had been 1% on: the first $25,000, 114% on the next 
$25,000, 2% on the next $50,000, 224% on the next 
$400,000 and 3% on amounts exceeding $500,000. The 
rates for Class II were one and one-half of those of Class I; 
those for Class III, two times; those for Class IV, two 
and one-half times; and those for Class V, three times the 
rates applying to Class I. Thus the maximum rate was 
15% for strangers on property exceeding $500,000. In 
1917, the primary rates in each class were changed from 
1%, 1%%, 3%, 4%, and 5% respectively, to 1%, 2%, 
3%, 4%, and 5%, respectively, thus altering upward those 
applicable to only Class II. In addition, the ratio of the 
second and succeeding brackets to the first bracket was 
changed from 114, 2, 2% and 3, to 2, 3, 4 and 5, thus 
increasing the rates in all brackets involving more than 
$25,000. In no case, however, was the total tax to exceed 
15% of the property transferred to any beneficiary. The 
net effect was a substantial increase in all classes. 

By the law approved July 20, 1921, the number of 
classes was reduced to four, and brothers or sisters of 
grandfathers or grandmothers were combined in one class 
with more remote relatives and strangers. The rates in 


TLaws of 1921, Chapters 7, 407 and 568. 
*Laws of 1923, Chapters 73, 72 and 306. 
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effect from 1917 to 1921 were doubled in the first three 
classes, bracket by bracket, and the rates for the revised 
fourth class were raised 60%, i. e., from 5%, 10%, 15%, 
20% and 25%, respectively, to 8%, 16%, 24%, 32% and 
407%, respectively. The general limitation of the in- 
heritance tax to 15% as a maximum in all cases was elim- 
inated so that the full rates operate without restriction 
since 1921. The comparisons are clearly indicated in 


Table 29. 


Tas_e 29: Comparison or WIsconsIN INHERITANCE 
Taxation, 1917-1923 


June 3, 1917 


July 21, 1921 


June 28, 1923 


June 2, 1917 to to 
July 20, 1921 | June 27, 1923 


Exemption] $10,000 and | $10,000 and } $25,000 and | $15,000 and 
Class I $2,000 $2,000 $2,000 $2,000 

Rate! ....| 1% to3%| 1% to5% | 2% to 10% | 2% to 10% 
Claes iI aoe $500 $500 $500 

Rate! ....114%%to4%%| 2% to 10% | 4% to 20% 
Clase Tit eee $250 $250 $250 Same 

Rate! ....| 3% to9% | 3% to 15% | 6% to 30% as 

in 

Exemption $150 $150 $150 preceding 
Class IV ee ....| 4% to 12% | 4% to 20%? | 8% to 40% column 
Class Vv alee $100 $100 $150 

Rate! ....| 5% to 15% | 5% to 25%? | 8% to 40% 


Class I, embraces husband, wife, lineal issue, lineal ancestor, adopted or acknowledged 
child. First exemption figure applies to widows. 
Class II, embraces brother, sister and descendants of either; wife or widow of son, or 


husband of daughter. 
Class III, includes brother or sister of father or mother, or descendants of either. 
Class IV, includes brother or sister of grandfather or grandmother, or descendants 


of either. 
Class V, includes any other degree of consanguinity or stranger in blood, e 
1Rates apply to lowest bracket (first $25,000) and highest brackets (over $500 ,000), 


respectively. 
2Not to exceed 15% of the property in all. 


FiscaLt RESULTS 


By the very nature of its operation, the yield of the in- 
heritance tax fluctuates in an uncertain manner. A large 
part of the revenue is derived from a relatively few large 
estates, and while there may be many settlements of such 
estates in one year, there may be none in the following year. 
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Of the total amount paid in settlement, 714% is 
retained by the county treasurers for county purposes. 
The cost of collection in the county courts, including the 
fees of the local public administrator, is chargeable to the 
state and since 214% of the gross receipts is consumed by 
these costs on the average, the state in reality secures only 
90% of the amount of tax levied.! Since its enactment, 
the State of Wisconsin has collected as its share of the 
proceeds under the inheritance tax laws a total of $13,- 
375,886, distributed as follows: 


INHERITANCE TAX REVENUE, STATE OF WISCONSIN 


Fiscal Year Amount 
HST ie tee eee gd Oe ne alo Arete NO i AU prt 2 $14,320 
LOOS Te See See Cn PRC eer neh her nore ee 125,965 
1OOG Ne es he el emer ae ceg cat ep nee te 103,955 
ES Oy anak ents aoe Pee ner he ad eee Ase! Bays 396,458 
190 Settee Cee ne: eee cer ee eee 245,653 
1909 AOS ie ae eee Py tee eee nee ee 449,001 
TOL Oe eG eke ee ee ee 283 ,567 
19D 1m, ee ee oe ene ern ea 848 ,034 
19125 ee ee aes eee ee 783,529 
1S {Sees eee ae ee 924,701 
IODA eee Sects oss eae ree oh alee 458,903 
Sk Set Pipe Pht ocr PUM yt na 570,171 
WRU Cee ees | ON cart Oe Serta ee RR ME ex Die oh sil. ANE de |, 502,938 
TOUTS Neate sha ec ye ene eee 860,779 
1OLSts aces en ne eee 517,390 
1O1G pet sO ee AC well ctr ee 778,022 
1900 ve SEIN OC Ge 1,115,644 
LOT os eee a ke Ge 1,265,457 
1920S Sola ek hee nee eee 1,186,485 
pe ipo ovens Mar ere ARE Gulia. 1,944,915 


The substantial increase in rates which went into 
operation on July 21, 1921, but which were applicable 
only to estates coming into being after that date, is 
clearly reflected in the enhanced revenues derived in the 
fiscal year ended June 30, 1923, since it takes about eigh- 
teen months for these tax changes to come into full opera- 
tion. The revenue from the inheritance tax represented 
8.1% of the total amount of taxes raised by the State of 
Wisconsin for its own purposes in the fiscal year 1923. 

State Tax Commission, 1922 Report (manuscript). 
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Comparisons witH NEIGHBORING STATES 


Making a comparison of the inheritance tax law in 
Wisconsin and in the six neighboring states, it is found 
that Wisconsin’s exemption to widows ($15,000) is the 
same as that granted in Indiana and Iowa, higher than that 
granted in Michigan, Minnesota or Ohio, but lower than 
that in Illinois ($20,000). As regards exemptions to 
husbands and children, Wisconsin’s exemption figure is 
lower than in the other states, with the exception of 
Indiana, where the amounts are equal. In the case of 
exemptions to other classes, the amount granted by Wis- 
consin equals, or is somewhat under, that prevailing in the 
other states. 


As far as rates of taxation are concerned, estates revert- 
ing to husbands, wives and lineal issue are taxed more 
heavily in Wisconsin than in the other states under review. 
At first blush the rate of taxation in Illinois might appear 
higher than in Wisconsin, but after careful analysis it will 
be ascertained that the effect of the higher exemption 
($20,000 and $10,000 for most relatives) and the slower 
rate of progression is to render the final tax payable on 
estates of $500,000 or less lower in Illinois than in Wis- 
consin. The rates applicable to nearest relatives (hus- 
band, wife, parent and lineal issue) on inheritances falling 
in the first bracket is 2% in Wisconsin and Illinois but 1% 
in the other five states. The highest rate for this class is 
10% in the case of Wisconsin on over $500,000, as com- 
pared with 10% on $250,000—$500,000 and 14% on 
amounts exceeding $500,000, in the case of Illinois. In 
the other five states, the maximum rates for the nearest 
relatives are appreciably lower than in Wisconsin or 
Illinois. 

An analysis of the rates on bequests to remote relatives 
and strangers indicates that the Wisconsin rates are the 
severest. The initial rate applicable to this class is highest 
in the case of Illinois, with 10% on the first $20,000, as 
compared with 8% on the first $25,000 in Wisconsin and 
lower rates elsewhere, but the maximum in the first case is 
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TABLE 30: COMPARISON OF INHERITANCE TAX 


I Il Ill 
Husband, wife, 
State parent, adopted Lineal Brother 
child, lineal ancestor or 
issue _ ‘sister 
: JWidow $15,000; $2,000 $500(°) 
as Bement others, $2,000 
Wisconsin 2% on first 4% on first 
Ratemer aceon cere $25,000, up to 10% Same as I $25,000 to 20% 
on $500,000 on $500,000 
Exemption........ $20,000 Same as I $10,000 
Hiner aeons 
Reaterctertran eaters $20,000 to 14% Same as I Same as I 
on $500,000 
? {Widow, $10,000; 
Exemiptionenseare others $3,000 $3,000 $3,000 
Michigan 1% on first 
Rate sae ae ee $50,000 to 8% on Same as I Same as I 
: $750,000 
Widow, $15,000; 
Exemption........ children $5,000; $2,000 $500(°) 
: all others $2,000 
Indiana 1% on first 2% on first 
Raiteheg os. been $25,000 to 4% Same as I $25,000 to 8% 
on $3,000,000 on $300,000 
Exemption........ $15,000(¢) $1,000(¢) $1,000(¢) 
Ps 1% on $15,000- 5% up to $100,000 
Ratemart. ns can se $30,000, to 7% on |46% up to $200,000 Same as II 
$300,000 7% thereafter 
Exemption........ 7 $10,000 $3,000 $1,000(°) 
: : 1% on first 14%% on first 3% on first | 
Puree a Rate area cae $15,000 to 4% 115,000 to 6% —«(1815,000 to 12% 
on $100,000 on $100,000 on $100,000 | 
Wife or minor . 
‘ child $5,000 and 
Exemption... 5..... l-year allowance; Same as VIII $500 
Ohio all others, 
$3,500 
1% on first 5% on first 
Rates unac capac $25,000 to 4% Same as VIII $25,000 to 8% 
on $200,000 on $200,000 | 


If non-resident alien relative, no exemption, tax 10%; other non-resident aliens, no exemption, tax 


Or ke 
’Applies also to descendant of either. 
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ATION, WISCONSIN AND NEIGHBORING STATES 
IV V VI VII VIII 
Wife or widow 
Acknowledged Uncle Nephew of son All 
child or or and husband others(¢) 
aunt niece of daughter 
$2,000(°) $250(°) $500 $500 $100 
6% on first 4% on first 8% on first 
Same as I $25,000 to 30% |4$25,000 to 60% Same as VI $25,000 e meee 
on $500,000 on $500,00 on $500 
$20,000 $500(°) $500(°) $20,000 $100 
6% on first 2% on first 10% on first 
Same as I $20,000 to 16% Same as V $20,000 to 14% |4$20,000 to 30% 
on $150,000 on $500,000 on $250,000 
$3,000 Same as VIII Same as VIII $3,000 $100 
5% on first 
Same as I Same as VIII Same as VIII Same as I $50,000 to 15% 
on $500,000 
$2,000(°) $250(°) $500 $500 $100 
3% on first 5% on first 
Same as I $25,000 to 12% Same as III Same as III $25,000 to 20% 
on $300,000 on $300,000 
$15,000() $1 ,000(*) $1,000(¢) $1,000(¢) 0 
Same as I Same as I] Same as II Same as II 20% flat 
$10,000(°) $250(°) $1,000 $1,000 $100 
4% on first 5% on first 
Same as II $15,000 to 16% Same as III Same as III $15,000 to 20% 
on$100,000&over on $100,000 
$500 Same as VIII $500 $500 0 
7% on first 
Same as III] Same as VIII Same as JII Same as III Pon, peesee 


— 


Includes all others not mentioned in previous columns, except great uncles or aunts in the case of 


Indiana or Iowa for which details are not herein given. 
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30% on estates of over $250,000, as against 32% on 
estates ranging between $100,000 and $500,000 in the case 
of Wisconsin and 40% on amounts exceeding $500,000. 
(See Table 30.) 


CoMPARISONS WITH OTHER STATES 


In order to make a valid comparison of the burden of 
the inheritance tax in Wisconsin with that of all other 
states in the Union having this tax, it was necessary to 
select hypothetical estates of specific value and to make a 
computation of the tax for the various classes in the case 
of each state. This was essential in view of the wide 
differences in the amount of exemption granted, and in 
the method of applying them in any given case. Wher- 
ever graduated rates are in operation, four different 
methods of applying exemptions are pursued: (1) the 
specified exemption is deducted before the computation of 
the tax is begun, as in Idaho, Illinois, New York, etc.; (2) 
the specified exemption is not granted where the bene- 
ficial interest exceeds the exemption, as in Massachusetts, 
Iowa (Class II), etc.; (3) after deducting the exemption, 
the entire balance of the beneficial interest is subjected to 
the rate applying to the bracket within which it falls, as in 
Colorado and Maine; (4) the exemption is deducted from 
the first bracket, as in Arizona, California and most other 
states. The computations are greatly simplified where 
flat rates prevail, as in Maryland and Pennsylvania. 

Amounts of $25,000 and $100,000 were selected as 
representing fairly moderate and medium-sized estates, 
for the purpose of ascertaining the amount of tax forth- 
coming from four different beneficiary classes, viz.: (1) 
widows, who usually enjoy a higher exemption than other 
close relatives; (2) children, who are usually accorded 
preferential treatment of a character immediately below 
that of widows (the same amount of exemption and rate 
usually applying also to husbands and parents); (3) col- 
laterals, as typified by brother or sister; and (4) relatives 
of a very remote degree of consanguinity, and strangers, 
who are always combined in one class. In the calcula- 
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tions, each class is assumed to be the sole beneficiary; 
otherwise, the problem would become considerably com- 
plicated, since there are a few states that accord one 
exemption for all the beneficiaries, i. e., for the estate asa 
whole, as in Connecticut. Because of variation in treat- 
ment of intangible property and the lack of interstate 
comity, and in order to simplify the computations, it is 
assumed in the calculations that the entire estate consists 
of real property. 

The outstanding conclusion to be derived from Table 
31 is that Wisconsin ranks among the states levying the 
highest inheritance taxes. Taking an estate of $25,000 
as the basis for computation, it is found that in the case of 
estates left to widows, Wisconsin is exceeded by eleven 
states in the amount of taxes exacted, but in the case of 
children, it is exceeded by only three states; in the case of 
brother or sister, by sixteen states; in the case of strangers, 
by ten states. 4s the amount of the estate rises, however, 
the tax in Wisconsin becomes severer. Taking an estate 
of $100,000, it is found that widows pay the highest tax in 
Wisconsin, with the exception of only one state (Arkan- 
sas); in respect to the burden on children, Wisconsin is 
exceeded by none; in respect to the burden on brother or 
sister, it is exceeded by two states; and in the amount of 
taxes paid by strangers, Wisconsin is third highest. 

If an average is struck for all states excluding Wisconsin 
and the results are compared with those of Wisconsin, it is 
found that in the case of a $25,000 estate, the Wisconsin 
inheritance tax exceeds the average by 12.2% in the case 
of widows; by 107.9% (or more than double) in the case of 
children; by 27.6% in the case of brother or sister; and by 
21.9% in the case of strangers: If the taxes are com- 
pared for $100,000 estates, the disparity between Wis- 
consin and the average of all other states is far greater. 
In the case of widows, Wisconsin’s taxes exceed the 
average by 125.9% (i. e., two and one-quarter times the 
average); in the case of children, by 124.8%; in the case of 
brother or sister, by 89.0%; and in the case of strangers, 
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Tas_e 31: State INHERITANCE 


2Excluding Wisconsin. 


1A fter ee tacicn of widow’s statutory third, 


Estate of $25,000 
State Fs Brother To remote To 

Sadan, chilaren or sister Apray ees e widow 
ARIZONA. moles daeeoee $150 $230 $490 $1,245 $2,150 
Arkansasaa ere rier 600 600 1,200 2,400 4,350 
California neers: 10 150 690 12225) 2,510 
Colorado? 2 casas 0 300 920 2,250 2,400 
Connecticuty) eae 150 150 440 1295 1,650 
Delawarews-. ep eck: 220 220 480 1,250 1,670 
Georgian asics Jets: 200 230 750 1,750 1,575 
liGEINeyy ie p@ica gone ou ace 150 210 345 1,225 1,425 
iblinotstrarcte ciate = 100 100 300 2,588 2,200 
indianaree sur cinrers. 100 230 490 1,245 2,100 
lOWa Sete wer dat tset 100 100 1,250 5,000 1725 
Kansas aes verges aeneere 0 100 600 1,240 125 
Ken tuck saeenaaeieee. 150 200 345 125 15525 
Woutsianaee. een asee 450 450 1,300 2,225 2,700 
Maine erect. 150 150 980 12S 1,350 
IMaryilaincl teenie 0 0 1,250 1,250 0 
Massachusetts......... 250 250 1,050 1,400 PEN) 
IMichigantep emcee cee 250 250 250 1,250 1,500 
Minnesotan enna 250 250 1,020 1,745 2,350 
IMississippiea: meee 188 205 205 15325 1,688 
IMiigsouire Parr eerie 50 200 870 1,490 1,800 
iIMontatias trees: 75 230 490 1,000 2,075 
INebraskaanareecceweeien 150 150 150 890 900 
INGvadal ss aetna ker ie 50 150 300 1,250 2,050 
New Hampshire....... 300 500 1,500 2,500 1,800 
New Jersey........... 200 200 1,225 1,960 1,200 
New Mexico.......... 150 150 500 1,250 900 
Newsy orkicaye ars scts 250 250 500 1,225 1,750 
North Carolinas es.sn 150 230 744 1,240 1,550 
INogtheDakocameer ae 200 280 443 1,500 1,925 
Obione arte. ease eee 200 215 1225 1750 1,700 
Ol ahonia saree 100 200 240 1,470 2,100 
Oregonenke nee cence 150 150 1,460 3,250 15525 
eniasyd yotvicineee meet tae 500 500 2,500 2,500 2,000 
Rhode Island.......... 100 100 100 1,300 1,100 
South Carolinasenin.i- 150 200 535 1,088 2,200 
POU akotay mena 150 150 1,020 1,740 2,050 
Wennessees.uy.ncelds oo 150 150 1,200 1,200 1,525 
MRexasau etree 0 0) 450 1,370 1,250 
igallinee, coment arcane eee 450 450 450 450 2,833% 
MErmiOnt safer. carne 150 150 1,250 1,250 2,650 
Wirginiann scree 150 150 420 1,200 1,400 
Washington nme ese 150 150 1,250 2,500 1,300 
West Virginia......... 200 300 1,000 2,500 2,700 
Wisconsin EU ht 200 460 980 1992 4,200 
VOI eee eine 375 SUS 375 1,350 3,625 
Average, 45 states?..... $178 $221 $768 $1,634 $1,859 
Percentage of excess of ; 

Wisconsin over aver- 
age.. 12.2 107.9 27.6 2159 125.9 
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Taxes Comparen, 45 States 


SS 


Estate of $100,000 Estate of $500,000 

To remote 8 t 

To To brother F To T To broth oO remote 

; children or sister co 3 widow Ghiliren e seer i Sys : 
$2,230 $4,490 $11,245 $18,150 $18,230 $36,490 $91,245 
4,350 8,700 17,400 35,350 35,350 70,700 141,400 
2,650 6,690 E225 39,510 39,650 63,690 SIF225 
2,700 5,880 10,000 28,800 29,400 39,840 70,000 
1,650 2,690 5,725 16,650 16,650 21,690 36,725 
1,670 2,730 5,750 16,670 16,670 21,730 36,750 
1,605 4,875 11,375 11,575 11,605 34,875 81,375 
1,545 2,378 8,075 11,375 11,525 17,363 58,063 
2,200 2,600 13,584 34,000 34,000 35,000 122,570 
2,230 4,490 11,245 16,100 16,230 32,490 81,245 
1,725 5,000 20,000 5,325 25,325 32,000 100,000 
1,800 5,375 8,105 7,625 17,650 45,250 58,100 
1,575 2,408 8,100 11,525 11,575 17,408 58,100 
2,700 6,550 9,725 14,700 14,700 34,550 - 49,975 
1,350 4478 $970 9,800 9,800 24,975 34,965 
‘ ‘ 0 0 25,000 25,000 
2,750 6,800 7,150 21,250 21,250 41,300 41,650 
1,500 1,500 7,500 14,500 14,500 14,500 47,500 
2,350 7,320 12,245 18,350 18,350 55,320 92,245 
1,705 1,705 6,075 13,688 13,705 13,705 35,075 
2,400 7,740 12,980 21,400 22,300 67,710 112,970 
2,230 4,490 9,000 18,075 18,230 36,490 73,000 
900 900 5,140 4,900 4,900 4,900 29,140 
2,150 4,300 11,250 18,050 18,150 36,300 91,250 
2,000 6,000 10,000 9,300 10,000 30,000 50,000 
1,200 4,975 7,960 11,450 11,450 24,975 39,960 
900 4,500 5,000 4,900 4,900 24°500 25,000 
1,750 2,750 S72) 16,750 16,750 21,750 36,750 
1,710 3,742 5,738 15,850 16,170 26,238 36,234 
; 2,005 3,030 10,125 14,925 15,005 22,530 . 75,125 
I 7i5 5,725 7,750 16,700 16,715 36,725 46,750 
2,200 2,990 7,220 18,100 18,200 22,990 47,220 
1,525 12,685 22,125 17,525 17,525 88,685 138,125 
2,000 10,000 10,000 10,000 10,000 50,000. 50,000 
1,100 1,100 5,925 8,350 8,350 8,350 34,425 
2,400 3,575 7,180 23,500 23,800 29,065 58,172 
2,050 7,005 11,735 17,950 17,950 54,990 91,730 
1,525 5,450 5,450 13,525 13,525 42,450 42.450 
1,250 3,950 8,350 15,500 15,500 30,050 56,340 
4,200 4,200 4,200 16,167! 24,000 24,000 24,000 
2,650 5,000 5,000 21,150 21,150 25,000 25,000 
1,400 2,920 5,950 13,400 13,400 26,920 41,950 
1,300 5,500 11,000 23,300 23,300 56,500 113,500 
2,800 6,000 15,000 25,450 D5t550) $1,500 128,750 
4,460 8,980 17,992 36,200 36,460 72,980 145,992 
3,625 3.625 7,100 26,125 26,125 26,125 41,600 
$1,984 $4,751 $9,164 $17,062 $17,536 $34,369 $63,614 


124.8 89.0 96.3 112.2 107.9 112.3 12955 
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96.3%. Thus the disparity in both instances is the 
largest with respect to children. 

The maximum of 40% operating on Wisconsin estates 
of over $500,000 bequeathed to strangers and others of 
remote relationship operates also in Washington under the 
same conditions, and in Arkansas on estates exceeding 
$1,000,000. Next in order comes the maximum rate of 
35% in West Virginia on $500,000; that of 30% in Illinois 
(over $250,000) and Missouri (over $400,000); that of 25% 
in Arizona (over $500,000) and Oregon (over $50,000); 
21% in Georgia (over $500,000); and 20% in seven states. 
All others have maximum rates below 20%. 

In the case of an estate of $100,000 left to a widow or to 
children, the inheritance tax payable thereon in Illinois, 
Indiana or Minnesota is roughly one-half of that payable 
in Wisconsin; in Michigan, only one-third, and in lowa or 
Ohio, only two-fifths. Comparison with other leading 
agricultural or industrial states discloses that Wisconsin 
levies on $100,000 estates from three to three and one-half 
times as much in inheritance taxes as New Jersey, Rhode 
Island, Maine, Virginia, Washington or North Carolina; 
two and one-half times as much as New York or Connect- 
icut; ¢wice as much as Pennsylvania, South Carolina or 
South Dakota; and one and one-half times as much as 
Massachusetts or California. 

On an estate of $500,000 left to a widow or to a child, 
the inheritance tax payable thereon in Wisconsin is higher 
than that levied by any other state with the single 
exception of California. If this estate is left to a brother, 
sister, or more remote relatives, or to strangers, Wiscon- 
sin’s tax is the highest of all states in the Union, Cali- 
fornia’s tax being considerably lower in these cases. The 
percentage by which Wisconsin’s tax on a $500,000 
estate exceeds the average for the remaining 45 states 
levying an inheritance tax is 772.2% in the case of a 
widow, 107.9% in the case of a child, 112.3% in the case of 
brother or sister and 129.5% in the case of remote relatives 
or strangers. 
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Economic ASsPEcTs 


The inheritance tax is almost universally held to be an 
impost upon the transfer of property or the right of suc- 
cession thereto under a will or in the case of intestacy.! 
It is a tax rarely on subjects other than natural persons, 
in contradistinction to other taxes which fall continually 
on both physical and legal entities. State inheritance 
taxes are, within certain restrictions, levied on the prop- 
erty of all residents? and on the personal property of non- 
residents only to the extent’to which it is located within 
the jurisdiction of the state in question. It is essentially 
a tax on a person that can be avoided partly or completely 
by removal of one’s possessions to other jurisdictions 
where such a tax is not in force at all or where the burden 
of the tax is likely to be lower. 


The above consideration must be constantly borne in 
mind, whether one considers the inheritance tax primarily 
either as a revenue-producer or as an engine of social 
reform. Whichever may be the object in the mind of the 
legislator in enacting the inheritance tax, it is clear that if 
the rate of the tax is pushed high enough to impair its 
yield, the object will not be attained. It is a well-known 
principle in fiscal legislation that the productivity of a tax 
begins to fall off as soon as the burden reaches the point 
where it discourages saving, stifles initiative and inter- 
feres with normal commercial processes and where the 
temptations to evasion or avoidance are thereby made 
attractive. Where the legislation is of a federal char- 
acter, it is of course relatively difficult to avoid the tax, 
unless one transfers all his property outside the terri- 
torial limits of this country and adopts an abode elsewhere; 
but where state legislation is concerned, especially in view 
of the wide differences in burden, the matter is much 
simpler and tax avoidance is comparatively easy to effect. 


1Cf, Hoffman, 143 N. Y. 327, 331. 

2As far as real estate is concerned, the courts have held that the tax cannot be 
imposed at the domicile, so that a resident in one state owning real estate in 
another can be taxed only at the situs. Tangible personal property can be 
taxed at the domicile of the decedent, state of incorporation or where the tangible 
personal property is located. 
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As aptly put by a former official of the State of New York, 
“This can be done by a mere change of domicile. To a 
man of wealth having two or more residences situated in 
different states, as is not infrequently the case, the selec- 
tion of a home, a domicile, is largely a matter of sentiment. 
To him a change of domicile involves little more than a 
mental act, a determination to abandon one residence as 
his home and to establish it in another. It occasions little 
or no change in his mode of living. A citizen of New 
York so situated and determined to have his fortune 
descend unimpaired to his heirs has only to transfer his 
domicile from this State to another to remove beyond the 
reach of the transfer tax all his property situated outside 
the State. If he desires to go further and to place his 
New York property in a like position he has but to organ- 
ize a corporation in another state and to transfer his 
property to it in payment for its stock.””! 

Exactly at what point the rate of a tax begins to exercise 
an adverse influence on the body economic and the impost 
commences to defeat its own ends is a matter of relativity 
and complication. Itisa known fact, however, that when 
a tax becomes so burdensome as to outrage one’s sense of 
propriety, it is high time to call a halt. The adverse 
psychological effect cannot be overestimated. It is well 
to bear in mind Wells’ maxim that “‘no tax should be 
levied the character and extent of which offer, as human 
nature is generally constituted, a greater inducement to 
the taxpayer to evade rather than pay.’ 

In this connection the experience of New York State 
with the inheritance tax law may be of value and interest. 
Prior to 1910, New York State had taxed inheritances at 
1% in the case of estates reverting to close relatives and 
5% to nephews, nieces, aunts, uncles and strangers. By 
Chapter 706 of the Laws of 1910, these rates became the 
primary ones, applying only to estates under $25,000; 
estates between $25,000 and $100,000 were taxed at twice 
the primary rate; estates between $100,000 and $500,000, 


*Comptroller of the State of New York, Annual Report, 1911, pp. 31-32. 


nee Wells, “Theory and Practice of Taxation,” D. Appleton & Co., N. Y., 
Dp. ; 
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three times the primary rate; estates between $500,000 
and $1,000,000, four times the primary rate; and estates in 
excess of $1,000,000 were taxed at five times the primary 
rate, 1. e., 5% and 25%, respectively. A great wave of 
protest arose and the Comptroller was constrained to 
raise a note of warning, requesting the legislature to re- 
consider its action, in the following language:! - 


“T do not believe that I am voicing false fears when I pre- 
dict that such actions? will be taken by our wealthy citizens. 
Evidence is not lacking that the exodus has already begun. 
Although the returns from the transfer tax for next year may 
show an increase I feel certain that unless the law is greatly 
modified the returns five years hence will be less than they 
were under the old rates. ... I think the legislature 
should consider well before continuing a policy which will 
result in driving beyond our border men who have a large 
interest in the material development of our State and who 
are generous contributors to the support of its charitable and 
educational institutions. 

““A second objection which may be urged against the present 
law is the injustice which it does our domestic corporations. 
This is not a theory but a condition. Instances have lately 
been brought to my attention in which foreign capital seeking 
investment through New York banking houses, which by 
reason of their connections would under normal conditions 
have invested it in the stocks of domestic corporations, has 
by reason of the hardship of this law been diverted from the 
natural course and invested in the stocks of corporations domi- 
ciled in other states. No argument is needed to show the effect 
which a continuance of the present policy must have upon 
the corporations domiciled here.” 


The prognostications of the Comptroller fully material- 
ized. It was estimated from reasonably reliable sources 
that between $400,000,000 and $500,000,000 of invested 
capital was removed from New York State in a few months 
and that more than 6,000 safe deposit boxes were sur- 
rendered in New York.’ So serious did the situation be- 
come that in the following year the legislature hastened 
to repeal Chapter 706 of the Laws of 1910 and substituted 
Chapter 732 of the Laws of 1911 (Harte Bill), whereby 
the progressive features were retained but the rates were 


1Annual Report of the Comptroller of the State of New York, 1911, pp. 


31232. 
Referring to methods of tax avoidance. 
’Annual Report of the Comptroller of the State of New York, 1912, p. X. 
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materially lowered. The rate for Class A was made to 
range from 1% on the first $45,000 to 4% on over $1,000,- 
000 and for Class B, from 5% on first $45,000 to 8% on 
over $1,000,000. These rates have remained unchanged 
to this very day. 

New York’s experience in 1910 is likely to be duplicated 
in Wisconsin. Investors ez masse outside of Wisconsin 
are likely to shun securities of corporations incorporated in 
that state, since these holdings would become subject to 
the Wisconsin inheritance tax at death. Wealthy resi- 
dents will likely continue to take up their residences else- 
where, for there is already some evidence at hand as to 
this movement in certain cases. Unnoticed by the 
popular mind, yet perfectly tangible and conspicuous 
to insiders, is the adverse effect of this removal on the 
philanthropic, charitable and educational activities of 
towns and cities, in which the wealthier citizens have 
been wont to participate with varying degrees of liberal- 
ity. Not only will there be a complete withdrawal in 
many cases by virtue of removal to other states, but it is 
also likely—and evidence is accumulating which points in 
this direction—that the attitude of many of the wealthy 
remaining in the state may undergo a change, to the 
gradual detriment of these activities. In addition, the 
sources of revenue which state and local governments in 
Wisconsin tap, such as the income tax, the personal prop- 
erty tax as well as the inheritance tax, are likely to feel the 
effects in a more or less permanent manner. These are 
the ramifying considerations and conditions which the 
legislature and the people of Wisconsin must bear in mind, 
and must be prepared to face in more and more intensified 
form as time wears on, if the present situation is allowed to 
continue indefinitely. 


CHAPTER VI 


THE SPECIAL PROBLEM OF GOOD ROADS IN 
WISCONSIN 


Like most other states, Wisconsin has been confronted 
in recent years with large outlays for the construction of 
new roads, in consequence of the vast increase in the 
use of automobiles and trucks. But unlike many of the 
other commonwealths in the Union, Wisconsin has met 
the bulk of these outlays, up to and including 1922, not 
by bond issues but by taxation. While this policy is in 
the long run a very sound one, it must nevertheless be 
recognized that it is apt to be carried out to the extreme, 
thus overburdening the present generation with taxes for 
improvements in which the next generation will share to 
no small extent. Theoretically, there is something to be 
said in favor of financing a considerable portion of these 
improvements by bond issues when they assume the pro- 
portions that recent years have witnessed (assuming the 
object of the expenditure is a wise one), for among other 
reasons the government can procure funds at a lower rate 
of interest than a private citizen. Since the adoption of 
the high rates of federal income taxation, this differential 
has spread even further than the normal limits, to the 
greater advantage of governmental authorities who are 
in the market for loans. In either case the improvement 
must in the long run be paid for by the community in 
taxes; the choice between taxation and bond issues in- 
volves a question of distributing the load in such a way 
as not to burden the community unduly in any given 
period. The State of Wisconsin is prohibited by its 
Constitution from borrowing funds for road construction 
and is, therefore, unable to avail itself of any economic 
advantages which a borrowing policy offers. Subdivisions 


1Even though a road may need resurfacing at the end of, say, 10 years, it 
must not be overlooked that expenditures for roadbed will not have to be 
duplicated at that time, which will represent a saving financed out of the 


pockets of the present generation. fe 
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of the state, however, may and do use the public credit 
for this purpose, as appears below, so that the financing of 
new roads is not so dependent upon annual taxation as 
would. at first appear. 

In Table 32 there will be found figures prepared by the 
State Highway Commission, showing total expenditures 
for highways in Wisconsin for the years 1913 to 1922, in- 
clusive. From $12.3 millions in 1912, the total expendi- 
tures for highways increased to $31.0 millions in 
1920, $54.6 millions in 1921 and $49.6 millions in 1922. 
Preliminary figures for 1923 indicate a total of approxt- 
mately $45 millions! and the program for 1924 calls for a 
probable total of $41.4 millions.? New construction accounts 
for 94% of the total expenditures for the ten-year period, 
and maintenance of existing roads for only 6%. 

A study of the entire period covered in the table shows 
that approximately 9% of the total was expended by the 
state government, 37% came from county funds and 54% 
from city, town and village funds. Of the total amount 
expended, 81% was financed by means of the general 
property tax, 10% by bond issues and 9% by motor ve- 
hicle licenses and federal aid. The proportion of total 
highway expenditures financed by bond issues has been 
increasing, on the whole, from a negligible percentage in 
1918 to 10.4% in 1921 and 18.8% in 1922. In 1920, the 
proportion of bonds issued to the total had been 33.6%.* 

The growth in maintenance costs may be seen in the 
fact that while in 1922 they amounted to only $4.6 mil- 
lions or 9.3% of the total amount expended for highways 
by state, county and local governments, the program 
for 1924 calls for $14.2 millions in respect to this item, or 
34.4% of the total. Improved highways installed in re- 
cent years will, of course, involve heavier maintenance 
costs than the old roads existing theretofore. 


‘Statement of A. R. Hirst, State Highway Commissioner, ““Good Roads for 
Wisconsin,” January-February, 1924, p. 13. 

*As estimated early in the year, according to mimeographed outline fur- 
nished to the investigator. 

*This growing use of public credit for road construction has been possible 
because the counties and other local authorities, as distinguished from the state 
itself, are permitted to borrow funds for this object, as stated above. 
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The average cost of construction of the various types 
of roads in Wisconsin is clearly indicated in Table 33, 
prepared by the State Highway Commission. The aver- 
age cost per mile of concrete road (18 feet wide) was con- 
siderably higher in 1923 than in the preceding year or in 
1919, although lower than in 1920 or 1921. Gravel and 
earth roads showed a similar movement in price in 1923 
as compared with 1922 but the cost of these types of road 
construction was lower than in any of the three preceding 
years. In 1923, the cost per mile of gravel road was 
approximately one-fourth and earth road one-sixth of 
that reported for roads of concrete construction. 


TABLE 33: AVERAGE Cost OF CONSTRUCTION OF VARI- 
ous Types oF Roaps 1n WISCONSIN 


Av. cost Av. cost Av. cost Av. cost 


Year concrete |imile, 18ft.| 1 mile 1 mile 

per sq. yd.} concrete gravel earth road 
1919 Saeed a eae $2.04 | $24,950 | $8,000 | $5,600 
TOO event cass ck awn eae 2.81 34,200 | 8,800 6,300 
BOT rsh ne Ce a ee 2.65 32,310 | 7,500 | 4,950 
1 LP Aes ete a bee ainsi SORE GIR See id OY, 25,450 6,200 4,400 
TOD Be sired ck he ete bats oe eee sie 2225 29,286 7,100 4,850 


This increasing cost of road construction and main- 
tenance has raised many questions as to the equitable 
apportionment of the burden. The Wisconsin County 
Boards’ Association, composed of representatives from 
each county board in the state, made a special study of 
rural road costs in 1922 and ascertained that less than 
one-ninth of the total expenditures was furnished by 
special taxes on motor vehicles. Of the total of $36.9 
millions expended for rural roads, less than $3.9 millions 
were secured from motor vehicle licenses as against $30.4 
millions by direct taxation. 

In its report the legislative committee stated, “It is 
submitted by the committee that the proportion of the 
total taxes paid by the motor vehicle is entirely too small, 

1Highway Pamphlet, No. 1. 


——> 
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and that it bears only a most remote relation to the ad- 
vantages derived. It is the motor vehicle that created the 
demand for better roads, for road maintenance and for 
road marking. It would be difficult to cite any public 
enterprise in which the benefits received can be more 
nearly traced to the beneficiary than the benefits of good 
roads can be traced to the principal road users, the motor 
vehicle owners. 

“This being a fact beyond contradiction, the committee 
believes that it is not unfair to ask the motor vehicle 
owners, the users of the road, to pay approximately one- 
third of the annual cost of rural highway construction and 
maintenance. The mileage of horsedrawn traffic is now 
so small as compared with the total traffic mileage that 
it can be disregarded. There is no intention of loading 
the whole burden upon the motor vehicle. It is a question 
of transferring a part of the burden now imposed on gen- 
eral property and making the motor vehicles pay a rela- 
tively small share (less than one-third of the whole bill) 
instead of the practically one-ninth which they now pay. 

“Beyond and above these considerations, it is a fact of 
common knowledge that the general property tax in Wis- 
consin today has reached the peak point and that in 
many counties it has become a burden. There is a well- 
nigh universal demand that this tax be lowered. The 
committee is convinced that any legislation seeking to 
levy further general property taxes for roads would 
not appeal to the legislature at this time and would be 
extremely difficult, if not impossible, of enactment. In 
saying this the committee is speaking from a practical 
knowledge of the public conditions existing. It is their 
view that both on consideration of the equities of the case 
and of the practical problems to be met that a general 
property tax levy by the state is practically eliminated 
from consideration as a means of continuing the state’s 
highway program.” 

A similar conclusion was reached by the Committee on 
Highway Finance of the National Research Council which 
made a special study in the counties of Dane, Outagamie, 
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Rusk and Waukesha in the State of Wisconsin. Its prin- 
cipal conclusion was that real property was bearing too 
large a portion of the burden of highway expenditures, 
this share increasing particularly in periods of depression 
when the revenue from other sources decreased. In order 
to relieve property of its excessive burden and at the same 
time not to impinge upon the minimum amounts desired 
for road building, the committee held that “the source 
of this increased revenue is the highway user whose de- 
mand for highway service is largely responsible for high- 
way improvements.” 

In this connection it must not be overlooked that the 
automobile has not only necessitated huge outlays for 
new road construction and maintenance but has also been 
responsible for enlarged expenditures of an indirect nature, 
especially in the cities. Larger police traffic forces, street 
signal systems, street widening, bridge strengthening and 
increased number of playgrounds because children can no 
longer play on streets, may be enumerated as some of the 
objects of increased disbursement, running into millions 
of dollars annually, with which municipalities are con- 
fronted. 

Accordingly, the committee of the County Boards 
recommended continuance of the fee on garages, a license 
fee on motorcycles, graduated license fee on automobiles 
and trucks instead of a flat fee of $10 existing theretofore, a 
2% tax on the value of automobiles and trucks, and 
gasoline tax of 2 cents per gallon. The net effect of its 
proposals would have been to raise $10 millions from 
owners of motor vehicles, which would have relieved real 
property owners to the extent of $6 millions in their taxes, 
Emphasis was particularly placed on the gasoline tax, as 
it takes cognizance of four factors that measure wear and 
tear on roads, viz., weight of vehicles, load, speed and 
mileage traveled. In addition, it would secure from 
tourists a fraction of the cost of developing Wisconsin’s 
highway system which they use to no small extent. 

The legislature enacted, at its 1923 session, a bill pro- 
viding for graduated fees on motor vehicles which is 
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estimated to yield $6.5 millions in the current year and a 
gasoline tax of 2 cents per gallon, which is estimated to 
produce between three and four million dollars. Governor 
Blaine, however, vetoed the latter measure on the grounds 
that it would likely be construed as unconstitutional (by 
violating the rule of uniformity), that it was a “sales” 
tax, that it could easily be evaded, and that distribution 
of the proceeds among the various government units was 
unjust and unfair. The gasoline tax is already in effect 
in 35 states! and it is very likely that the proposal will 
come before the legislature again when it meets in 1925. 


1Figures as of Jan. 1, 1924, with two states, in addition, holding a referendum, 
this year with respect to enactment of gasoline taxes. Cf. Motor Vehicle Con- 
ference Committee, National Automobile Chamber of Commerce, “Special 
Taxation for Motor Vehicles,” Jan., 1924. 


CHAPTER VII 
THE TAXATION OF FOREST LANDS 


INTRODUCTORY 


The problem of equitably taxing timberlands and cut- 
over areas is not peculiar to Wisconsin; it is a question 
that today confronts a large number of states where 
virgin forests still exist or where large areas now lie de- 
nuded of their original stands, producing nothing or 
unmerchantable second growth of little consequence. 
In so far as an unscientific and burdensome system of 
taxation as applied to forest lands has contributed to un- 
wise and precipitate exploitation of this valuable natural 
resource and in so far as the present tax system renders 
impracticable the protection of natural regrowth and the 
replanting of denuded areas with trees that yield both 
lumber and pulp-wood, it is clear that the question of 
taxation is closely knit together with the whole subject of 
conservation. To restore to use vast areas of stony and 
sandy land which are unfit for ordinary cultivation and to 
render them productive of service to mankind through a 
scientific system of taxation is, however, only one side of 
the shield; the other side is the removal of inequalities 
and injustice to which our present taxing method gives 
rise in countless instances. The ethical aspects of fiscal 
justice and the practical aspects of encouraging conserva- 
tion and wise use of natural resources are co-important 
and collateral in their effects, and must be considered 
together in their bearing on national welfare and progress. 


SrruaTion IN NoRTHERN COUNTIES 


The forest and cut-over areas of the State of Wisconsin 
are practically confined to the counties located in its 
northern part. In 1898, a survey was made of twenty- 
seven of the northern counties,! covering a land area of 


'The counties covered in the survey were as follows: Ashland, Barron, Bay- 
field, Burnett, Chippewa, Clark, Douglas, Dunn, Florence, Forest, Iron, Jack- 
138 
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18,500,000 acres, or 53% of the area of the entire state, and 
containing almost all the supplies of lumber-sized timber 
of both pine and hardwoods then remaining in Wisconsin. 
It was found that about 20% of this area was good farm 
land, about 40% of medium quality and about 40% was 
“either not at all suited to farming or only doubtfully so 
and should by all means be left to forest.”” Of the total 
land surface of 18,482,000 acres, only 1,257,000 acres, or 
6.7%, was cultivated at the time of the survey and the 
remaining 93.2% consisted of forest and waste land. At 
that time, 6,600,000 acres were estimated to contain well- 
stocked forests; swamp lands (and those with cedar tam- 
arack) extended over an area of 2,100,000 acres; and cut- 
over waste land totaled 8,500 000 acres. The acreage in 
the first class has by this time been considerably reduced, 
and while a large part of it has been put to agricultural use 
after the stumps have been removed, it is safe to say that 
the acreage of unproductive, cut-over lands is by no means 
inconsiderable. 

In 1898, at the time of the survey, 24% of the acreage 
of these counties was held by settlers, principally in the 
southern and southwestern edge of the district, 5% by 
the Federal Government (2% being Indian Reserva- 
tions), 2% by the state, 5% by railroads, 144% by the 
counties in tax deeds and 74%% by the counties in tax 
certificates. Sixty-three per cent of this section of the 
state was owned by private non-residents, four-fifths of 
whom were lumbermen. 

It was estimated that the original stand of pine alone in 
these 27 counties had amounted to 129.4 billion board feet. 
Between 1840 and 1873, about 20 billion feet were removed 
and between 1873 and 1898, an additional 66 billion feet 
werecut. After eliminating waste and fire destruction that 
has taken place in the interim, it was estimated that only 
17.4 billion board feet of pine were left in 1898. In view of 
the continued cutting since that time and the waste and 


son, Langlade, Lincoln, Marathon, Marinette, Oconto, Oneida, Polk, Portage, 
Price, Sawyer, Shawano, Taylor, Vilas, Washburn and Wood. Cf, Filibert Roth , 
“Forestry Conditions of Northern Wisconsin,” Wisconsin Geological and 
Natural History Survey, Bull. No. 1, Economic Series, No. 1, Madison, 1898. 
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TaBLe 34: EsTIMaATE OF STANDING TIMBER IN WISCONSIN, 
January 1, 1923" 


(Saw timber in thousand feet board measure) 


County Pine Hemlock Spruce Cedar Tamarack Balsam 
Ashlandass tes: 14,976 | 412,951 6,579 16,475 15,085 3,378 
Barron tees 14,700 | 3s xne Se: | cas Se See en | Pees Maer 
Bayfield........ 200,024 | 117,650 400 150 (3) 625 
Butnett...4.se + $050) aerate. (?) (7) 700 3) 
Clarita es 3 (2g see ee a ee en eras 3 
Douclasieeeeer 20,201 5,000 173 B25 Te 1,980 
Florence 2,000 | 127,022 5,400 KS 500 2 
Forest 33,823 | 473,107 14,397 9,662 51,260 | #7 8,312 
(fron fees gee eee 37,000 |1,073,000 18,500 37,000 55,500 18,500 
Langlade....... 10,220 | 445,423 2,389 8,856 4,847 | x (3) 
Lincolnees ane 22,795 | 729,984 1,940 3,420 10,300 3,889 
Marathon...... 5,000 25,000 (3) ? o @ 
Marinette...... 78,898 62,496 216 2,700 1,553 20 
Oconto memes 43,995 | 152,993 193 2,909 4,019 3) 
Oneidaeae ss: 39,050 84,784 4,180 756 2,484 144 
Polke ase: TRC DAWG | Were! 2 (CO lea ier | Eee were aa (2 
Pricenee ears: 6,785 | 199,734 23,655 4,230 SESE! 2,640 
Richland... 3 ZY eee ates tall Aegeetngc ere’ |latkrct ater eal | eee ae 

USES nee nse 1237555) 1035789 696 (3) 2,714 881 
Sawiyetewaeerns 28,462 | 521,400 4,050 2,288 2,314 640 
Shawano....... 133,427 | 592,007 32 4,364 5,369 198 
AY LOLA see ters: 4,996 71,281 304 (3) 8,410 448 
Vernotis cen Barcel Canhoca teu! ec tee ee eae a eae Feel Se ae 
Wilastia ate 50,730 | 183,552 2,045 1,156 8,500 3,972 
Washburn...... 33,550 (?) (?) (2) Sees (8) 

otalaereeee 809,357 {5,391,173 85,445 94,291 | 177,603 45,627 

Correction 

Figure (5)...| 995,509 |6,631,142 | 105,097 | 115,977 | 218,451 56,121 

% by species. . 6.49 43.26 69 76 1.43 oT 


Genera Nore:—Information collected indicates in addition to above supplies, at least 
pe cords of mixed poles, 3,000,000 cedar poles, 20,000,000 cedar posts, 15,000,000 
mixed ties. 


1As made by the State Conservation Commission, covering only counties that contain 
30,000,000 board feet or more. 

2Very scattering. 

3Scattering. 

«Considerable. 

5Based on an average sawmill overrun of 23% for Wisconsin mills. 


fires that have taken place, with no reforestation under- 
taken, it is clear that the supply of pine in the State of Wis- 
consin will soon be exhausted. A survey made as of Janu- 
ary 1, 1923, by the State Conservation Commission, as 
shown in Table 34, indicates that the supply of pine timber 
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TaBLe 34: EsTIMATE oF STANDING TIMBER IN WISCONSIN, 
Jaunary 1, 1923'—Continued 


(Saw timber in thousand feet board measure) 


County Birch Maple 
Ashland ae eee 160,286 TANG 
barron 120 15,009 
Bayieldes..2-) 7,500 6,000 
IBUENetew ee see | eee (3) 
Glatkertyy acer. 2,800 | 14,000 
Douglaswaso.. 16,692 7,815 
Blorencesse 7 -. 70,712 | 187,605 
ones teres eon? 3395632) 5132917 
Nronberere ete 370,000 | 74,000 
Ranelades an. 4: 62,159 | 173,420 
Eancolnen ian eee 214,026 | 33,246 
Marathon...... 25 20,000 
Marinette. ..... 10,617 90,547 
Ocontossn act. 5 30,595 | 30,985 
Oneida. 40,952 | 30,875 
Polkener ac: 20,410 
[Bricetoses cee 55,698 39,314 
Ruchland secs ce 21,587 
DRuske armen a: 40,419 4,852 
SaQWwyel yc eae 155,610 45,100 
Shawano... o--.: 72,212 | 423,204 
pRaviorsn pecs se 18,417 2,139 
Wernonenss. kc7 a 15,000 
Vilas eee os. 84,968 81,340 
Washburn...... 2) (?) 

pbotaleee see 3% 1,778,415 |1,921,476 
Correction 

Figure (°)...|2,187,450 |2,363,415 
% by species.. 14.27 15.42 


Basswood Elm Poplar Oak 
33,996 25,798 3) (3) 
20,405 11,980 (3) 9,390 

4,000 (5) (*) (*) 
(8) (°) (3) (?) 
7,000 7,000 (3) 2,000 
3,360 | 4,140 720 24 
57,035 | 56,485 (3) (3) 
319,992 | 388,086 (2) () 
5,000 74,000 (8) () 
50,312 | 40,706 (@) | 2,491, 
35,623 | 17,627 (3) (3) 
12,000 10,000 (%) (8) 
7,347 | 6,292 (8) 2,421 
7,023 | 5,936 42| 4,537 
7,498 39 (8) 329 
29,640 | - 11,766 430 | 3,250 
28.850 258 (3) (3) 
20,460 (3) (3) | 29,066 
17,267 | 19,089 (3) 1,512 
77,750 43,120 (3) 15,750 
72,944 | 58.034 (@) | 7,641 
8,108 | 11,120 (3) 1,720 
12,000 (3) (3) | 3,000 
10,260 Aad | eer 625 
(?) (*) (*) 2) 
897,870 | 792,276 1,242 83,756 
1,104,380 | 974,499 1,527 | 103,019 
WA! 6.36 01 .67 


Genera Note:—Information collected indicates in addition to above supplies, at least 
2,000,000 cords of mixed poles, 3,000,000 cedar poles, 20,000,000 cedar posts, 15,000,000 


mixed ties. 


1As made by the State Conservation Commission, covering only counties that contain 


30,000,000 board feet or more. 


3Very scattering. 
Scattering. 
4Considerable. 


’Based on an average sawmill overrun of 23% for Wisconsin mills. 


in 25 counties now amounts to less than one billion board 


feet. 


A comparison of the timber situation in 1898 and 1923, 
as afforded by Table 35, shows that standing conifers have 
been reduced from 29.1 billion feet to 6.2 billions; saw 
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TaBLE 34: Estimate oF STANDING TIMBER IN WISCONSIN, 
January 1, 1923*—Continued 


(Saw timber in thousand feet board measure) 


Mixed % 
County Ash Hardwood Total per 
County 
‘Ashlanda sees eee 5,137 1,500 767,272 6.15 
Batronen peer ee (*) 3 71,604 57 
Bayfield........ (3) 154,380 490,529 38) 
Burnettsce eke (3 33,000 41,750 33 
Clariges ho eee oe (3) 2,000 34,800 28 
Douglasmee ane 2,000 26,040 89,185 71 
Florence........ (3) (4 506,759 4.06 
Hotes topes aan (3) Fuel | 2,152,188 EDT 
Ianto tere 37,000 11,430 | 1,860,930 14.9 
Langlade....... 9,086 (4) 809,909 6.5 
Wincolnaes een e (8) 8,044 | 1,080,894 8.74 
Marathon....... (*) BA 102,000 91 
Marinette....... 402 (G 264,990 2.12 
Ocontoren. yee i573 (3) 289,450 2.32 
Oneidassea ee 440 3 211,887 ed 
Polke tn ea (G 13,500 86,966 68 
PECenae ee ee 706 1,860 367,063 2.94 
Richlandeesneeee (te Fuel 71,113 S71 
Ruskorens ene SG (3 219,100 175 
S@wy eke l es. 94 (4) 897,429 hee 
Shawano: 5.4.1. 6,139 (4) | 1,382,371 11,09 
iaylorsenndsn cae 2,826 217 129,986 1 
Mernonts. sane. By tinleremanes Ss 30,000 24 
WilaSirrnan poten LOB OU humcitoeete se 428,672 3.44 
Washburn...... 40,320 73,870 259 
WVotal on: 72,460 297,291 | 12,460,917 100.00 
Correction 
Figure (°)... 89,125 365,667 | 15,326,920 


% by species.. 58 2.38 


Genera Norte:—Information collected indicates in addition to above supplies, at least 
Sane cords of mixed poles, 3,000,000 cedar poles, 20,000,000 cedar posts, 15,000,000 
mixed ties. 

1As made by the State Conservation Commission, covering only counties that contain 
30,000,000 board feet or more. 

2Very scattering. 

3Scattering. 

«Considerable. 

SBased on an average sawmill overrun of 23% for Wisconsin mills. 


timber other than conifers, from 16.0 billion feet to 5.6 
billions; and all kinds of woods, from 60 billion feet to less 
than 13 billions. In some sections of the state, milling oper- 
ations have already ceased and itis the common prediction 
that within ten years virtually all the big companies will have 
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Tas_e 34; Estimate or STANDING TIMBER IN WISCONSIN, 
January 1, 1923'\—Continued 


(Saw timber in thousand feet board measure) 


Total Approximate Average 
County Pulpwood Fuelwood Area in Acres in stand 
Acres Timber Per Acre 

Ashland........ (4) | 1,250,000 | 692,480] 109,610 7,000 
Barron......... 40,000 | 1,250,000 | 566,400 14,320 5,000 
Bayfield........ 180,610 | 3,500,000} 961,920 49,000 10,000 
Burnetta.:...... 606,400 | 500,000 550,400 13,900 3,000 
Clarkes ee (8) | 2,300,000 779,520 8,700 4,000 
Dourlasierns1- 213,400 447,500 855,680 17,830 5,000 
Hloren corm ses (4) | 1,000,000 318,080 63,345 8,000 
Forest.......... (4) | 3:250,000 | 650,880 | 269,023 8,000 
i ee gee (4) | 2,000,000 | 506,880 | 177,063 7,000 
Langlade....... (4) | 1,680,000 | 560,000] 101,237 8,000 
TEInCO Nee. e : (4) 750,000 577,280 154,411 7,000 
Marathon....... (3) | 2,000,000 |  994°560 20.400 5,000 
Marinette....... 217,075 | 2,190,350 | 905,600 37,856 7,000 
torte. 5.5. 84,047 | 1,430,000] 715,520 41,350 7,000 
Oneidat 75) (4) | 13500,000 | 757,120 30,800 7,000 
Polke on eee 52,700 750,000 598,400 £72393 5,000 
Peso A. (4) | 2,400,000 | 818,560 61,177 6,000 
Richland........ (3) | 1,596,000 | 377,600 14,223 5,000 
Rasen 4) | 1,184,000 | 592,000 36,516 6,000 
Sawyenne esas: 1,500,000 | 3,000, 844,800 128,204 7,000 
Shawanon.es4-4- 450,206 | 2,941,400 741,120 173,196 8,000 
Rayna? 4) | 1,000,000] 634,240 18,570 7,000 
Wernonis yoaieie2 < (3) | 2,000,000 525,440 7,500 4,000 
Milastereene ©: (4) | 1,200,000 597,760 61,238 7,000 
Washburn...... 290,280 000 | 534,400 18,470 4.000 

shotalesee sie, 3,634,718 | 41,619,250 | 16,656,640 | 1,645,640 6,000 

Correction 


Pitorren Vee al arty tase oot he |) Pete wh pic tarcie acc atte er levee eras. stsrars! [oho aetsictare ars 
CES ESDCCIES Fret cece) |e ae eae likes oe IE oe tein ds chats ae [Si oie Saye 


GeNeERAL Nore:—Information collected indicates in addition to above supplies, at least 
a cords of mixed poles, 3,000,000 cedar poles, 20,000,000 cedar posts, 15,000,000 
mixed ties. 

1As made by the State Conservation Commission, covering only counties that contain 
30,000,000 board feet or more. 

2Very scattering. 

*Scattering. 

*Considerable. ; Oks 

sBased on an average sawmill overrun of 23% for Wisconsin mills. 


permanently closed down their mills for want of raw material. 

The outstanding conclusion of the 1898 survey 1s one 
that rings more true today than at that time, for the situa- 
tion has become more and more aggravated with the flight 
of years: 


144 TAX PROBLEM IN WISCONSIN 


TasBLteE 35: CoMPARISON OF STANDING ‘TIMBER IN 
Wisconsin, 1898 anp 1923} 


(Million feet, board measure) 


1898 1923 
A. Saw timber 
1. Conifers : 
White and Norway pine.........-....-- 175355 809 
Hemlockittr.2 cane ois acceenemea ore 11,700 5,391 
otal; coniferss. steak 2 2 me eee om 29,055 6,200 
2. Hardwoods 
Oakey ke ee Sor ae 1,387 103 
BasswOOd want setie cite yey eee neta 4,630 898 
Birch ae Gee ced cr ae os cet ee eerarann 4,150 1,778 
Elite ene sth deer nt eres aes 2,645 792 
ASM r atta rts Ray acs Miata do teaeren ae ete 880 22 
Maple sae. cacneaetiaee oe acuniaeen cree 2,338 1,921 
Ota lpia WOO Seer meee ert ete 16,030 5,564 
‘Total; saw timber.\, +244 cs 0enees: 45,085 11,764 
B. Timber for poles, ties, etc. 
SG CAT seoi.:5 bocce os ee or eae ey ees 1,300 94 
(Maniaracl sae, reas eee cree arene 1,600 178 
CG Totalfall kindsiofhardwood sescr. ee eee 60,000 12,500? 


1Figures for 1898 represent the results of survey conducted by Filibert Roth, op. cit., 
and figures for 1923 represent compilations of the Wisconsin Conservation Commission. 
The two series of figures are not exactly comparable, since the first covers the 27 northern 
counties only and the second excludes counties with standing timber of less than 30 
million feet, board measure, but further inquiry disclosed that by the very nature of 
the circumstances, the totals for each of the periods approximates the totality for the 
state as a whole. Figures for counties omitted would not seriously affect the totals 
and the results for the two periods may be taken as fairly comparable. 

2Corrected figure on the basis of average sawmill overrun is 15,300,000,000 board feet. 


“At present nothing is done either to protect or restock 
the denuded cut-over lands of which fully 80% are now 
unproductive wasteland and probably will remain so for 
a long time. This policy causes a continuous and ever- 
growing loss to the commonwealth, which at present 
amounts to 800 million feet per year of useful and much 
needed material, besides gradually but surely driving from 
the State the industries which have been most conspicuous 
in its development, depriving a cold country of a valuable 
factor in its climatic conditions and affecting detrimentally 
the character of the main drainage channels of the State.””! 

4Roth, op. cit., p. 55. 
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ExcessIvE BurpENS on Forest LANDS 


Practically every investigation of taxation as affecting 
forest areas in Wisconsin has disclosed the relatively 
heavier burdens borne by this class of land as compared 
with other classes. In 1911, in particular, there was a 
special study made by the Wisconsin State Board of 
Forestry in cooperation with the United States Forest 
Service,’ and this conclusion was clearly set out in force- 
ful language. Independent investigations carried on by 
the Conference Board’s expert, covering more recent years, 
show the same deplorable situation and corroborate the 
statements made by timberland owners on various occa- 
sions. 

According to 1922 data supplied by the assessor of in- 
comes of Iron County, where virgin stands are still extant 
and where cut-over areas predominate, timberlands are 
assessed at a higher percentage of true values than other 
classes of real property. Some of the more obvious cases 
may here be cited, which do not, however, exhaust the 
situation in this county and are more or less typical of the 
status in the northern counties taken as a whole: 


1. Town of Carey. Wild lands (1.e., cut-over areas) were 
here assessed, in 1922, at 135% of their value and tim- 
berlands at 78% of their value, as compared with 40% 
for improved lands (i.e., agricultural lands). 

2. Town of Anderson. Wild lands were assessed at 156% 
of their value in 1922 and timberlands at 65%, as 
against 40% for improved lands and 30% for improved 
plotted lands. 

3. Town of Oma. Wild lands were assessed at 136% and 
timberlands at 100% of their value, as against 40% 
for other lands. 

4, Town of Sherman. Wild lands were assessed at 210% 
and timberlands at 70%, as against 45% for improved 
lands. 

5. Town of Gurney. Wild lands and timberlands were 


‘Alfred K. Chittenden and Harry Irion, “Taxation of Forest Lands of Wis- 
consin,” Madison, 1911. 
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assessed at 100%, as compared with 75% for improved 

lands and 65% for improvements. 

6. Town of Kimball. Wild lands were assessed at 112%, 
and timberlands at 92%, as against 85% for improved 
lands. 

7. Town of Mercer. Wild lands were assessed at 125%, 
and timberlands at 90%, as compared with 40% for 
plotted lands, and 50% for improved lands. 

A special investigation was made by Professor V. P. 
Lee of the Department of Agricultural Economics of the 
University of Wisconsin in 1921, covering Ashland, 
Douglas, Marinette, Oneida, Rusk and Price Counties as 
representative of the cut-over area of the state. From 
300 to 800 cases of improved land valuations and a like 
number of cases of unimproved areas (i. e., cut-over 
lands) were selected each year for the five-year period, 
1916-1920. Towns were selected which were estimated 
to be representative of all types of land. This study 
disclosed a considerable disparity in the ratios of assessed 
to true value of improved and unimproved lands, prac- 
tically always to the disadvantage of the latter, as may be 
observed from Table 36. As stated by the investigator, 
“The judgment of the Tax Commission and the Assessors 
of Income that, generally speaking, unimproved land is 
assessed more nearly to true value than is the improved 
land held by settlers is based on long experience in han- 
dling the tax situation in the cut-over area of the state. 
The fact has been brought out in practically every town 
re-assessment that has been made during the last ten 
years.”’! 

The 1923 annual report of the Assessor of Incomes for 
Iron County contains the following observations which 
indicate the deplorable situation that confronts owners of 
cut-over lands: 


_ “Year after year, in spite of the removal of large areas of 
timber, the sales values of the town of Sherman have increased. 
Its cut-over lands are valued outrageously high. . . . Cut- 
over lands in Iron County should be greatly reduced in value. 


‘From the unpublished manuscript in the files of the Assessor of Incomes of 
Douglas County. 
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TaBLe 36: Ratio or AssEssED To True VALUE IN 
SPECIFIED CouNnTIES, WISCONSIN 
County Improved Unimproved 
i917 ALN UA er CRE ey 86.6% 88.0% 
jeg eee ead Ce aia ss Wine ieainee 60.0 
CML AD AE sy roists eed Py. ec 741 94.3 
IDG Re Oe, WL rae. 101.9 114.2 
IOS aia Sone ee ReO Nar ee 60.5 79.7 
Lol pret ie e e net ete 55.1 67.1 
EEN ig ay eat Pt ah 49.8 58.4 
EY i Taper eee he 35.6 61.7 
1916 Reha ket brs se SE aan Bie 54.5 101.1 
‘ TOUTE eA oe eee hie, 58.9 92.9 
EINECS Gg tt) eer Be Oa 45.6 78.3 
POLO re Fe MO eee ee 53.1 76.6 
[1916 Sage TRS AUS ID RS cold AU 109.2 108.2 
1907 eS ee 96.2 109.5 
ire eA OLS 6 bea Foe eet ah eabeiee 95.7 107.7 
ROIS ne eel Mees. 6741 90.3 
1OQ0N Oy aed, arene tees 81.6 98.0 
if TD nee aby Ae Bret 56.7 58.9 
POC re oe eee ee, eee ete cies 61.6 
Price AGUS Ser, SA). CT ent Pern: 56.2 63.2 
19S cs hoe ce ee ee 47.0 62.2 
HOR0N oo Se OR ae Fae 59.9 66.6 
Ca gd Ere he or oe eee 56.0 78.4 
Rusk 10800 ee: 73.7 92.4 


There is no sale for this class of property and its owners face a 
serious question. With the exception of some of the best 
located and of lake frontage it carries very little value. 
Unless conditions change thousands of acres will not be used in 
several generations. . . . Thousands of acres are fit for no 
other purpose than reforestation. . . . Attempts to secure 
better assessments meet with little response. The crowd in 
control look out for themselves, paying little heed to the 
protests or pleas of an assessor of incomes. The demand for 
increase in improved property whose owners are invariably in 
control of local government, if complied with, means in most 
instances the over-valuation of cut-over and other classes.” 


A similar protest is voiced in the 1923 annual report of 
the Assessor of Incomes of Bayfield County with respect 


to the situation therein as affecting cut-over lands: 
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“One of the most discouraging features met with in the 
supervision of assessments is the carefully thought out system 
of overvaluing the poorer classes of cut-over lands—thousands 
of acres entirely unfit for any present or prospective future use. 
In many districts where the better class of lands, improved 
principally, have been undervalued and sales have been 
limited to this class, in addition to their carrying the greater 
volume of value, outrageous ratios have been applied to the 
whole assessment to secure sales values.... In 1918, 
1919, 1920 and 1921, when improved properties were selling, a 
greatly increased assessment showed a too high sales value 
for the reason that this class was favored and the ratio of its 
sales to assessment applied to the whole district. In 1922, 
a greatly reduced assessment, showed a 100% assessment, 
for the reason that the cut-over lands sold were assessed at 
full value. 

“In the first years of our service, we attempted to secure 
full-value, equal assessments not only by pleading with our 
azssessors but with threats of re-assessment, removal and the 
use of every inducement possible. The result in many dis- 
tricts was disheartening—the further increase of the poorer 
classes of real estate was the result.” 


Again, the 1923 annual report of the Assessor of Incomes 
of Ashland County may with profit be quoted: 


“Much unjust discrimination can be found. Thousands 
of acres of worthless swamp and other lands unfit for agri- 
culture are valued far above their actual selling price. We 
have been particularly fortunate in having a large body of 
taxpayers willing to waste their money in investment and the 
paying of taxes on this kind of real estate. . . . We owe it 
to our own conscience and peace of mind to classify our cut- 
over lands and cut the worthless to a minimum value.” 


STATuS oF Tax DELINQUENCIES 


The relative overvaluation of timberlands, especially 
of those owned by non-residents, has been a large factor 
in increasing the volume of tax delinquencies. While set- 
tlers have a voice in the appointment of the local assessor 
and because they are personally acquainted with him are 
not likely to suffer discrimination at his hands, the situa- 
tion is quite different in case of non-residents, i. e., those 
living outside the taxing district, whether they are natives 
of the state or not. The latter are at a distance from local 
influences and, unless they happen to own 5% of the dis- 
trict’s property, can secure no re-assessment by the State 
Tax Commission and have no redress from the exactions of 
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local officials without costly litigation. The result has 
been that thousands upon thousands of acres have been 
abandoned, because a few years’ taxes amount to the 
original cost of the area. 

In Table 37 there are presented data by counties, showing 
delinquent general property taxes as a percentage of the 
total tax roll. In 27 northern counties, in which forest 
and cut-over lands play an important role or in which the 
soil is largely sandy or unproductive for ordinary cultiva- 
tion, it is found that the percentage of tax delinquency is 
from three to four times as high as in the remainder of the 
state. The average percentage of tax delinquency in 
1923 was, for example, 11.7% for these 27 counties, as 
compared with 3.2% for the remaining counties and 4.9% 
for the entire state. This does not mean that all the areas 
represented by these percentages are permanently delin- 
quent and are sold for taxes or come to be held by the 
county by tax deed. The figures of delinquency are as of 
March following the due date of the tax levy, and property 
is not sold for taxes or forfeited until June following the 
due date. Thus, between March and June, there is a 
period when many of these areas are freed from unpaid 
tax liabilities, but the number of such removals from the 
permanently delinquent tax list is relatively far less in the 
case of cut-over and timber lands than is true of other 
classes of property, so that permanent delinquencies 
and sales for taxes occur more frequently and in greater 
volume in the northern counties than elsewhere in the 
state. 

In 1923, five out of the 27 counties had a tax delin- 
quency of over 20%, viz., Bayfield, Oneida, Rusk, 
Sawyer and Washburn, and nine counties showed from 
10% to 20% delinquency, viz., Ashland, Burnett, Doug- 
las, Forest, Iron, Marinette, Price, Taylor and Vilas. 

While these data disclose the situation by counties, 
they do not reflect the seriousness of the situation in many 
of the districts where cut-over lands predominate and 
where the percentage of delinquency is far higher than the 
county figures seem to indicate. These districts will 
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Ratio oF DELINQUENT GENERAL PROPERTY 
Taxes To Tota, Levy, sy Counties,! Wisconsin 


TABLE 37 
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Tas_Le 37: Ratio or DeLInQquENT GENERAL PROPERTY 
Taxes To Totat Levy, sy Counties,! Wisconsin— 


Continued 
All other counties 1923 1922 1921 1920 1919 
Toner ee Oe BA SCR Neon 0.8% | 04 0.29 
ettersonueserericeis tee 0.8 1e2 : 1 aC oa Dae 
Kenoshaeaec cen a 4.9 49 Sei 7.6 ik 
Kewanee. cos osm 1.0 0.6 0.5 0.4 On 
WasilGrosset snack ae 2.4 141 0.4 0.5 0.3 
atayettete ree nine 2.6 2.4 2.4 0.7 0.5 
IManttowoGse sca asses: theg 2.6 ies 1.92 0.6 
IWENE i Socdegoceas Sy. ae Sa, or 1.6 
Milwaukee oc cic nsec cee 2.8 1.8 2.8 1.9 12 
IMoOnroewee ree steesenk 4.1 3.6 a5) 257. 2.0 
Mutagamieysneicseece 3.8 3.4 Si) 17, 1.5 
Ouzakeete ens ee eee. 155 1.6 220 0.7 0.8 
DIN REE caste ence 2.4 2.3 29 pas! 0.6 
IBictce fee ssc cect DS) 2.0 Des 3 Oni 
Racines neers ost. 9.6 10.9 14.9 13e7 ES 
Riuchland ees ans 4.5 4.4 9 LS 0.5 
ROCKS Aare he, cue tiie 2.4 DE Ay. v2 2.0 0.8 
StCrols: Se oe See 4.0 3.8 4.4 129 0.6 
SEH 55 ae. eRe 1.6 a7 te 0.8 0.6 
SHAWANO =: sees os-se Noes 3.6 329 5.4 2.4 1.4 
Sheboygan sca.c6-- on. 19 1.4 1.6 LED, 0.6 
‘Erempealeau... ...-.--- 2.4 321) 2.4 0.9 OLB 
Wernon Sas sic sen 2.8 3.0 2.6 On7. OR 
Walworthoers © ates sch 4.8 4.7 3.4 2.4 1.6 
Washington: .-0..2..../.- 270) 127 1.1 0.5 0.5 
Wankeshay(.. cscs % 2) 83 4.6 4.8 3.0 2.0 
Wanpace Facets s sence BS 4.0 3.7 1.5 1.0 
Wratishatascc..ocsn cae 3.4 Biel Se PAA theo 
IWirnebagomeyir-.1i- er 25 2.8 5a! 1.6 1.4 
Average 44 counties..| 3.2 3.0 3.4 225 ib 7 
Average, entire state. 4.9 4.5 5.0 3.8 8 


Figures of delinquent taxes supplied by the State Tax Commission as reported to 
the county treasurers in March of the year following thelyear of the levy (i. e., delinquent 
taxes of the 1923 levy as reported in March 1924). Figures are ot cumulative, i.e. 
carried forward from year to year. Permanent delinquencies which result in the issu- 
ance of tax certificates and the sale of land to meet the tax liability represent a smaller 
percentage than these figures indicate, since settlement is very often made later in the 
year. Data indicating amount of tax certificates issued or delinquencies of one year’s 
standing would be far more valuable than the figures herein given but the former are 
not available. Experience has demonstrated that delinquencies in the case of timber- 
lands and cut-over areas are likely to be far more permanent than in the case of other 
lands. This fact is evidenced in the frequency of issuance and in the volume of tax 
certificates and deeds in the various counties but no attempt has been made to collec 
such data systematically and regularly. f 

2In which forest and cut-over lands play an important role or where the soil is largely 
sandy or unproductive for ordinary cultivation. 
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become more and more dependent upon state aid for 
meeting their expenses of government. 

Tax delinquencies are used by local treasurers in pay- 
ment to county treasurers of the county taxes due them. 
In order to secure its full revenue, the county must either 
sell these tax certificates (resulting from delinquent taxes) 
or increase the levy of taxes on all property for county 
purposes in the succeeding year. While sales of county 
tax certificates take place every year, experience has indi- 
cated that a considerable proportion remains more or less 
permanently in the hands of counties, thus removing from 
the local tax rolls property that would otherwise be 
assessed with taxes, and increasing the burden on all 
other property subject to taxation. 


RELATION OF TAXATION TO FORESTRY 


Theoretically, the general property tax when applied 
rigidly to forest lands in accordance with statutory pro- 
vision (i.e., on its full market or sale value) must result in 
the grossest form of overtaxation and in the most unfair 
discrimination against this class of rural property. Agri- 
cultural land is assessed on the basis of its market value, 
either at the full equivalent or, what is more usual, at a 
fraction thereof; the crops are not taxed as such, although 
in the last analysis it is the quantity and value of produce 
the soil yields which determines its market value. In 
the case of timberlands, however, the crop has a very pro- 
tracted period of maturity—from fifteen to fifty years or 
longer, depending upon whether pulp-wood or lumber is 
the desideratum—and to tax annually the entire stand at 
its current value is to impose multiple taxation on this class 
of property, i.e., an annual tax on the land and an annual 
tax on the crop rk year as it increases in value and volume 
and approaches maturity. An accurate valuation of the 
bare land already reflects the capitalized value of the prod- 
uce, 1.e., the timber; therefore, to tax the land and the 
timber annually constitutes double taxation in a vicious 
form, and if cognizance is taken of compound interest 
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accruing from the annual tax on the timber, this procedure 
may result in triple or quadruple taxation. 


In actual practice, however, taking a broad view of the 
situation throughout the country, timberlands have not 
been assessed in the past anywhere near their full value, 
although 1 in a number of instances disclosed by field investi- 
gation this condition was found to obtain in certain locali- 
ties. While the tendency in the past has not been to tax 
them at full value, there has, however, been discernible a 
definite tendency to assess them at a higher percentage of 
full value than other rural property, especially in view of 
the rapid depletion of this resource, the increasing needs 
of local governments and the depression in agriculture. 
As stated in the report of the Committee on Forest Taxa- 
tion of the National Tax Association,! 


“Careful investigation made ten to fifteen years ago. . . 
showed that on the whole forests had not up to that time 
been taxed excessively. . .. But it was pointed out at 
that time that the epoch of lenient taxation was drawing to a 
close and that heavier and even excessive taxation might be 
expected inthe future. The past decade has fully justified this 
prophecy. Tax burdens in general have become enormously 
heavier, and there is plenty of evidence to show that in the 
great virgin timber states at least, the burden has been 
increasing more rapidly on timber than on other wealth. 
The owners of large tracts of mature or virgin timber have 
reason to be alarmed.” 


In the case of areas stocked with mature or virgin timber, 
it would be an exaggeration to maintain that our taxation 
policy has been alone responsible for the rapid exploitation 
of this resource. It is the fact of an insistent demand 
which has been primarily responsible for the consumption 
of our forest growths. It may rather be stated that since 
timber, like any other raw material, is marketed whenever 
the demand at a given price makes it profitable to do so, 
taxation in the past has been of such a character as to offer 
no inducement to a wise policy of exploitation and no in- 
centive for comprehensive reforestation of cut-over lands. 
Uncertainty as to the course of taxation in the future and 
the necessity of carrying a load incident to financing the 

1Proceedings of the National Tax Association Conference, 1922, p. 136. 


154 TAX PROBLEM IN WISCONSIN 


annual taxes on these areas, which, at compound interest, 
very speedily runs into large figures, have made the owners 
more eager to sell, at a profit, of course, than might other- 
wise have been the rule. In the case of cut-over lands, 
however, where no timber is found or where only second 
growth of no commercial importance may flourish, our 
taxation policy has been a positive deterrent to reforesta- 
tion and has been one of the obstacles in the path of 
adoption of a definite plan of conservation. In so far as 
virgin timber is rapidly being depleted and cut-over lands 
are becoming more and more predominant and extensive, 
the question of a proper system of forest taxation is loom- 
ing more important and urgent from day to day. 


Forest Tax LEGISLATION 


In order to encourage replanting of denuded areas with 
trees that will yield timber for commercial requirements, 
and pulp-wood, some dozen or more states have enacted 
special tax legislation, mostly within recent years. This 
legislation has taken the following forms:! 

A. Total exemption from taxation of trees on wild 
lands for the statutory period, e.g., New York? and 
Vermont.’ 

B. State bounty on growing timber, e.g., Pennsylvania. 

C. Rebate of a given percentage of taxes assessed on 
land grown with trees, e.g., New Hampshire. 

D. Assessment of an annual tax on the bare land (ex- 
clusive of the timber) or at a nominal valuation,’ with an 


1This is exclusive of special taxes on timberlands, which do not aim to effect 
a change in the existing system of taxation but merely to secure more revenue 
from this source. This is the case in Louisiana, for example, where a “severance” 
tax is imposed, in addition to the general property tax for state and local pur- 
poses, amounting to 2% cents per M ft. of pine timber, 3 cents per M ft. of oak 
and ash,4 cents per M of cypress,2 cents per M ft. of all other timber and I cent 
per bbl. of turpentine (Act No. 20, Special Session of 1918). In Arkansas 
the “severance” tax is 7 cents per M feet, irrespective of specie or value (Act 
eplnh as preaues Wrecs Ne uo of the 1923 Assembly). 
pplies only to land classified for general conservation purposes 
Chap. 444 of Laws of 1912. In addition, there is a combination oe ond yaeld 
tax on reforested lands vot classified and on woodlots. 
%Act No. 19, Laws of 1923. 
‘Law of 1903. Chap. 66, Laws of 1923, provides for combination of land and 
yield tax on woodlots, which is apparently in addition to the 1903 law. 
SAs in Michigan (Act 86, Laws of 1917), in connection with woodlots. 


es 
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income tax on the final yield payable when the timber is 
removed, e.g., Connecticut, Massachusetts, Vermont, etc. 

Turning specifically to Wisconsin, a law was enacted in 
1915 permitting individuals or corporations to claim 
exemption for thirty years on areas of not more than 40 
acres in extent that are replanted with not less than 1,200 
trees totheacre. After a lapse of ten years, the owner may 
thin out his stand so that not less than 600 trees may 
remain on each acre classified as a plantation and subject 
to the above-mentioned privilege. No forest plantation 
may be located within two miles of the corporate limits of a 
city or village except upon the approval of the Conserva- 
tion Commission. As a measure aiming at the restoration 
to timber of denuded areas and at the encouragement of 
the pulp-wood industry, this legislation has, however, 
suffered the same fate as has been experienced in other 
states. No instances are on record where the privilege 
granted by this act was availed of. To the average owner 
of forty acres of cut-over land, the benefit of the exemption 
conferred by the act is almost inconsequential in com- 
parison with the annual outlays which would be involved 
in a scientific plan of reforestation or even in holding land 
long enough to produce pulp-wood material. This is 
especially so in view of the fire hazard which is a con- 
stantly threatening factor. The initial costs in making 
application for classification, evaluating the land sepa- 
rately and in making and filing plans would represent 
the equivalent of five to ten years’ annual taxes under 
the existing system. Small holders are not interested in 
forestry as such. Only owners of large tracts and paper, 
pulp and lumber corporations would be interested, 
who possess the financial means for embarking on such a 
long-time proposition as reforestation inherently involves 
and whose present investment in mills, plants and 
machinery will represent a dead loss as soon as the 
present supply of virgin timber is exhausted. The act 
referred to can not apply to the latter important group 
because of the area restrictions, and the attempt to en- 
courage reforestation with a view to securing lumber and 
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pulp-wood in the manner indicated, must therefore be con- 

sidered as nothing short of a complete failure. 

Critically considering legislation heretofore enacted by 
states with respect to forest taxation, it 1s maintained 
that these plans possess the following outstanding merits 
which, it is claimed, represent a step forward in the right 
direction: 

1. Annual taxation of the standing timber is abandoned, 
either entirely or in greater part. This circumstance 
reduces materially the outlay which the owner must 
make in advance before the timber matures and an 
income accrues. 

. The principle of income taxation is introduced, in the 
form of a tax on the stumpage value of such timber as 
is removed. The tax is payable at a time when it is 
most convenient for the owner to pay it. 

3. Uncertainty as to future taxes is removed as a deterring 
factor. The forest owner knows rather definitely in 
advance what his costs will be, should he undertake 
reforestation. 

4. The local taxing district is assured of a regular revenue 
throughout the growing period. 


i) 


On the other hand, it is maintained that the above plans 
have serious shortcomings which, on the whole, account 
for their failure to encourage even a modest number of 
projects, let alone solve the entire problem of reforestation: 


1. There is no attempt made to alter the existing system 
of taxing standing, virgin timber. The recent tax legis- 
lation with respect to forest areas applies principally 
to new areas. This is a drawback which, it is claimed, 
assumes very serious proportions in certain states. 


. Restrictions set by law as to the size of area which can 
be classified for special taxation (usually 40 or 50 acres), 
as to the value of land, etc., defeat the purpose of the 
legislation, by preventing the majority of present 
owners of cut-over lands from availing themselves of 
this privilege. Companies now owning thousands of 


i) 


———— 
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acres cannot come under these plans, and in order that 
reforestation work for lumber or pulp-wood purposes 
may turn out financially successful, it is clear that 
the work must be undertaken on a large scale. Legis- 
lators seem to have feared that the law would in some 
mysterious way be used by owners of extensive areas 
as a means of tax evasion. To the average individual 
who owns 40 or 50 acres the difference in the amount 
of taxes he pays now and that which he would have to 
pay under special classification is not sufficient in some 
cases to render worth while his making application for 
the privilege. 

3. The abundance of “red tape” involved in the classifica- 
tion and supervision of such areas whose owners avail 
themselves of the privilege and the fear of being sub- 
jected to the whims of forest officials in the manage- 
ment of such tracts are claimed to be deterring factors 
in many cases, were conditions otherwise satisfactory. 


What is sorely needed in Wisconsin appears to be a law 
that will grant no bounties or special considerations that 
in the long run give an unfair advantage to forest land 
owners. No far-sighted or fair-minded forest land owner 
would desire a privilege which 1s contrary to the principles 
of a truly democratic government. Rather, he demands 
that legislation recognize the long-time character of forestry 
as a business and adjust the tax system in such a way 
as to meet these peculiar requirements. 

As far as cut-over lands are concerned, it would appear 
indispensable that all restrictions as to size of areas should 
be eliminated; in fact, the larger the area, the more 
enduring will be the good results flowing to the community 
as a whole and the more successful will be the enterprise 
from the private, acquisitive standpoint, other things 
being equal. Whatever may be the specific plan con- 
sidered by the legislative bodies, it is clear that, assuming 
constitutionality, it is necessary to remove or greatly 
reduce direct taxes on cut-over lands used for reforesta- 
tion and regrowth, and defer any substantial taxes on 
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them until they can be collected from the yield of timber 
when cut and marketed. To make this plan practical 
there must be provided with it some scheme whereby local 
units may be able to tide over the deficiency in revenues 
resulting from removal or reduction in existing taxes on 
these areas. Adequate systems of fire protection are 
necessary to justify the investment that this far-sighted 
policy will require. This plan will contain, it is claimed, 
three elements that are lacking in the present system, viz., 
certainty, convenience of payment and fairness, all of 
which will encourage reforestation and holding of land for 
pulp-wood products. 

Second growth timberlands now stocked with growing 
timber ought to be treated in the same manner as cut-over 
lands, with certain modifications which their case requires. 
The trees have been planted and are now in a growing 
state. 

The introduction of a revised system of forest taxation 
is particularly urgent in the case of areas that have been 
denuded of virgin stands ten or fifteen years ago and on 
which regrowths in a wild state are beginning to assume 
some importance. Since these regrowths have a potential 
use as pulp-wood material and in view of the rapid disap- 
pearance of the paper and pulp industry in Wisconsin, 
it is clear that revision of the tax system 1s essential to 
stem the tide of decadence. Land planted with growths 
for pulp-wood material yields a far quicker return to its 
owner than if planted with trees destined to produce 
lumber. Cut-over areas may be planted with poplar and 
other species which are not useful as lumber, but which 
mature relatively early and are utilized in the pulp-wood 
industry. 

From our recital of facts it is clear that the period of 
legislative inertia has passed and that constructive meas- 
ures must be undertaken to restore to proper utilization 
large and extensive tracts of land that are best suited to 
forest growth and that now lie idle. The meteorological 
and riverflow changes which denudation is slowly bringing 
about are added considerations of grave importance that 
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should impel action. In so far as taxation has been a 
discouraging factor in reforestation and regrowth, it is clear 
that the tax system should be revised so as to introduce a 
proper blending of the elements of certainty, convenience 
and equity which are now found lacking. In effecting this 
revision, however, no claims should be or are entertained 
by timberland owners or students of the question which in 
the long run prove a drain on the public purse in the form 
of tax evasion, undertaxation, etc. Rather, emphasis is 
placed on measures that aim at burdens relatively equal 
but distributed from the temporal standpoint in such a 
way as to be exacted at a time when ability to pay makes 
its appearance through a marketed crop. This is one of 
the means by which the industries that played a very 
important réle in the development and progress of the State 
of Wisconsin can avert utter extinction and be restored 
to a position where they will continue to contribute to the 
welfare of the state and the entire nation. 


CHAPTERS Ut 


SUMMARY 


After briefly describing the fiscal system in the State 
of Wisconsin, as affecting both taxation and indebted- 
ness, and tracing the growth of taxation and expenditure 
in the past decade or so, the report enters into a discus- 
sion of special aspects of the situation in that state. 

In summarizing this discussion, it is possible only to 
state the main thought of each section of the report, 
and in lifting these thoughts from the text, many quali- 
fications and determining circumstances embodied in the 
report itself are necessarily omitted. In order to obtain 
a clear and accurate understanding of the significance of 
the main points as outlined below, the summary should 
be read in conjunction with the full text of the report 
as a whole. With this in mind, the outstanding conclu- 
sions may be summarized as follows: 


(1) Owners of urban property, on the whole, bear a 
somewhat heavier burden under the general property tax 
system than do owners of rural property, even after 
cognizance is taken of differences in services received 
from government by these two groups and differences in 
the amount of taxes that can be shifted by them. The 
system of state aids to local governments intensifies this 
disparity. 

(2) The burden of taxation in Wisconsin is relatively 
higher, on the whole, than in the six adjacent states under 
investigation, viz., Michigan, Illinois, Indiana, Ohio, 
Minnesota and Iowa. The average taxes per capita, per 
family, and per person gainfully employed, 16 years of 
age and over, as averaged for an eleven-year period, are 
higher in Wisconsin than in the industrial states in the 
group under comparison. Furthermore, taxes from each 
of these points of view are more burdensome in Wiscon- 


sin than in the other states under review, as indicated 
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in the relation of taxes to income and wealth—with but 
one exception in each case. Not only is the burden 
of the general property tax higher in Wisconsin than 
in the other states, as measured by the rate per 
dollar of true value, but there is also an additional bur- 
den on Wisconsin taxpayers in the form of an income 
tax, affecting both individuals and corporations, which 
the other six states do not have. Both with respect to 
the volume and the character of taxation, the burden 
weighs, on the whole, more heavily on industry in Wis- 
consin than in the other states. 


(3) Special investigation of three leading manufac- 
turing and three leading agricultural counties in each of 
the seven states indicates that the manufacturing coun- 
ties in Wisconsin bear on the whole a heavier burden of 
taxation than the counties of the same character in the 
other industrial states under review and that the burden 
in manufacturing counties exceeds, on the whole, the 
burden in agricultural counties. 


(4) The special tax on corporations in Wisconsin in 
1922 was twice as high as in Michigan, four times as 
high as in Ohio and twelve times as high as in [linois— 
Indiana, Iowa and Minnesota not levying any special 
corporation tax. In the case of the more prosperous 
concerns this disparity between Wisconsin and the other 
states is still greater. In the field of special corporation 
taxation, as well as in the field of general property tax- 
ation, the policy and practice of Wisconsin tends to en- 
courage the removal of large and prosperous concerns to 
adjoining states and to prevent large and prosperous 
enterprises from locating in the state—a situation fraught 
with significant and far-reaching potentialities. 


(5) Taxes imposed upon business entities and their 
owners in Wisconsin, whether incorporated or unincor- 
porated, are more burdensome than in neighboring states. 
This circumstance has had the effect of bringing into 
being certain devices whereby Wisconsin is very slowly 
becoming a state of branch factories, while, at the same 
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time, considerable revenue is being lost permanently. 


(6) So long as the personal property tax is allowed to 
remain on the statute books, retention of the personal 
property tax offset would appear justifiable and reason- 
able. 


(7) Advocacy of the repeal of exemption of dividends 
from taxation under the income tax law raises the ques- 
tion whether the contemplated action does not rest on 
a misconception of the nature of dividends. Taxation of 
dividends in the hands of the individual, after the net 
profits of the corporation that distributes them are taxed, 
would represent a clear case of double taxation. 


(8) The harmful influence of such agitation for in- 


creased taxation as has characterized recent years tends ~ 


to discourage e nterprise. 


(9) The burden of the inheritance tax in Wisconsin 
is higher, on the whole, than in the neighboring states 
and, in the case of medium-sized and the larger estates, 
it is in some instances double, and in others more than 
double, the average for the country as a whole. In the 
case of small and medium-sized estates, the disparity 
between the taxes imposed by Wisconsin and the average 
for the country as a whole is largest in the case of widows 
and children, who should, if anything, receive preferential 
treatment. The removal of wealthy residents from the 
state and the altered psychological attitude of many 
wealthy individuals who still remain in the state is likely 
to have an adverse affect on the philanthropic, charitable 
and educational activities in cities and towns. 


(10) Highway expenditures show tecessions in recent 
years, although the total disbursed for this purpose is 
still higher than in the pre-war or war period, after allow- 
ing for changes in the price level. Maintenance charges 
are growing rapidly. The proportion of expenditures 
financed by bond issues has been rising. 


(11) The situation with respect to cut-over areas in 
Northern Wisconsin is particularly serious, due in no small 
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part to the faulty system of taxation. Virgin timber is 
practically exhausted and reforestation is not being under- 
taken. Tax delinquencies are increasing. It appears 
desirable that the tax system be overhauled with a view 
to reducing existing burdens and deferring substantial 
taxes on these areas until the timber is cut and other 
material is removed. This plan will aid in restoring to the 
production of timber and pulp-wood material extensive 
areas that now lie unused. 
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